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Delray Electric Table Model with 
black decorative trim—stove with 
convenient carrying handles and 
black Moldex buffet tray. Special 
offer also includes the 10-cup size 
—a $6.80 value for only $5.45. Red 
trim models slightly higher. 


All over the country, the Silex 
“Treasure Special” is going big! 
That’s why we say, here’s a special 
load-building opportunity you can’t 
afford to pass up. It has eye-appeal, 
use-appeal, bargain-appeal — every- 
thing it takes to make a customer 
buy. And every one of these “Spe- 
cials” means 87 extra KWH added 
to your appliance load! 
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Be wise! Line up with the Treasuf 
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KITCHEN RANGE SPECIAL ...§2. 


The Treasure Special offer also applies to 

Kitchen Range Model. With tray and decorative 
of black Moldex this is a regular $3.75 value. 1 
cup and red trim models slightly higher, with ¢ 
respondingly increased savings for your customers, 


The Silex Company, Dept. P, Hartford, Conn. 
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Made in 14", %”, 2", %", 
1”, 14", 1%4”, and 2” sizes. 


BARBER REGULATORS 
Benefit All Gas Users 


HE value of a Barber Gas Pressure Regulator in fuel economy, 

safety and “gas satisfaction” can be easily demonstrated, and far 
outweighs the moderate cost of the device. On your service calls, why 
not have your men take along several sizes of Barber Regulators and 
recommend their use to your customers? Many Gas Companies have 
found that the right regulator decreases service costs and complaints 
on bills. 


Barber Regulators are built to the highest standards of precision, 
and operate to 3/10 pressure drop. All bronze body, brass working 
parts. Sizes 4” to 144” tested and certified by A. G. A. Testing Lab- 
oratory. These regulators are well-styled and appropriate to the mod- 
ern trend in heating equipment design. On appliances you sponsor, a 
Barber Regulator is a mark of Quality merchandise. 


Attractive folders on this Regulator will be furnished 
free, at your request, for distribution to your trade. 

@ Write for catalog and price list on Barber Burner @ 
Units for Gas Appliances, Conversion Burners for 
Furnaces and Boilers, and Regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBERS? BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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IN THE CAUSE 
OF BETTER SERVICE 


Proper planning enables our Electric Utilities to provide their 
excellent service in time to meet the increasing public demand. 
In the same manner, the equipment manufacturers anticipate 
the demands of every part of the plant. This is accomplished by 
constant laboratory research and development of production 
equipment. Okonite-Callender is always ready with the right kind 
of cable to meet new service demands. Its facilities, too, are con- 
stantly functioning in the cause of Better Service. 


THE OKONITE-CALLENDER CABLE CO., INC. 


AN AFFILIATE OF THE OKONITE CO 
Executive Office: Passaic, New Jersey 


/KONITE QUALITY CANNOT BE WRITTE NIM O A SPECIFILCATION 
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i the ghost of Jefferson Davis could come 
back and look over our land today for some 
semblance of defense of states’ rights, so 
sacred to the Confederacy, where do you sup- 
pose he would find it? Surely not in his be- 
loved southland, which has been battening 
upon Federal aid of various descriptions and 
whose representatives in the Congress seem to 
be crying for more Federal aid along with rep- 
resentatives from the other sections. 


Ir the spirit of Jefferson Davis might turn 
his attention to New England, the home of the 
abolitionist movement, and especially to New 
Hampshire, the old stamping ground of the 
illustrious Daniel Webster, he might find some 
trace of a modern union of states revolting 
against Federal policies. While this rebellion 
could not be compared seriously to a secession 
movement, the issues involved are not re- 
garded very lightly by certain aroused New 
Englanders. 


“TI wILL go to law, if necessary, and I hope 
the situation will not reach the point where I 
will have to call out the National Guard.” Thus 
spoke Governor Murphy of New Hampshire 
on October 4, 1938, attacking efforts of the 


CHARLES MORRIS MILLS 


Will New England secede from the Federal 
treasury? 


(SEE PAGE 67) 
JAN. 19, 1939 


MALCOLM BAYLEY 
He tells about modern soldiers of service. 
(SEE PAGE 82) 


Federal government to enforce a New England 
flood control program which would involve 
reservation to the Federal government and a 
surrender by the states of certain power rights. 
This program was in compliance with the law 
passed by Congress last June. Governor Aiken 
of Vermont joined the challenge that states’ 
rights must not be trampled upon by the Fed- 
eral government. 


Last year these New England states had a 
flood control compact which would have re- 
served such rights to the states. This reserva- 
tion was objected to by public power advocates 
with the result that the Flood Control Act 
above mentioned was authorized by Congress 
with a similar reservation in favor of the Fed- 


eral government. Now the New Englanders 
won't let the work proceed, although no power 
development is called for in the immediate 
flood control plans, And, oddly enough, the 
amount of power that could be involved under 
any circumstances in that area by hydro get- 
eration is relatively small. 
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HE situation is interesting. CHARLES 
Morris Mitts of New York, a professior- 
al writer who has been in close touch with the 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


Central Illinois Light Company, Peoria, III. 
(Commonwealth & Southern Property) 


300,000 Ibs. steam per hour, 900 Ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 








8 PAGES WITH THE EDITORS (Continued) 


entire controversy from the very beginning— 
whose articles in the New York daily papers, 
Barron’s, This Week, and various other publi- 
cations of business interest, are probably fa- 
miliar to many of our readers—discusses it in 
this issue. Mr. Mitts was born in Cleveland, 
Ohio; is a graduate of Amherst College and 
Columbia University, and served as an officer 
in the 79th division of the 313th Infantry, AEF. 


¥ 


ot long ago a British visitor to our shores, 
who is associated with the electric power 
industry in England, was asked informally to 
give a rough comparison of the respective in- 
dustries in the United States and in Great 
Britain. The gist of his reaction was that we 
seemed to be going, to some extent, in opposite 
directions; although he admitted that basical- 
ly there might be no inconsistency in view of 
local requirements. 


In the United States the government ap- 
pears to be engaged in an effort to break down 
holding companies—“to make little ones out 
of big ones”’—because the government feels 
that some of these holding companies have 
grown too large and unwieldy for the good of 
the operating companies controlled and for 
the public interest. 


In England the government’s problem seems 
to be to “integrate” a vast number of small and 
independent undertakings (public as well as 
private), whose continued small-scale exist- 
ence has resulted in loss of possible distribu- 
tion economies, multiplicity of voltages, cycles, 
and so forth. 


In this issue we are presenting one aspect of 


DUDLEY F, PEGRUM 


The “British Grid” is England’s electric life 
line. 


(SEE Pace 74) 
JAN. 19, 1939 


the British power set-up by an American 
economist, DupLEy F, Pecrum, who was born 
in England (1898) and educated in Canada, 


University of Alberta (A. B.,’22; M. A, 24), 1 
After some business experience with Canadian — 


national railroads, Mr. PEcRuM studied at the 
University of California where he received 
his Ph.D. in 1927 and has continued as assistant 
professor of economics at that institution, He 
is the author of several published studies on 
public utility regulation. 


¥ 


E were going to mention above, in connec- 
tion with our discussion of the New Eng- 
land flood control impasse, that while the 
states battled with the Federal government 
over principles, the authorized flood control 
program for that area which would cost $11, 


500,000 has-been, to this writing, virtually ata — 


standstill. But the floods which have been an- 
noying the New England area with distress- 
ing frequency during the last decade put on 
their biggest— which is to say, their most 
calamitous— act last fall. This act was a double 
feature including a bona fide tropical hurri- 
cane which all the appropriations of the Fed- 
eral treasury could not prevent and which is 
about the last thing one would ordinarily ex- 
pect in staid old New England. But there it 
was; and the resulting loss of life and prop- 
erty damage were overwhelming evidence that 
such things can happen in New England, as 
well as in the hurricane belt. 


NEEDLEss to say, this combination of flood 
plus a hurricane that nobody expected would 
turn up Down East, put an unparalleled strain 
upon the resourcefulness of those loyal em- 
ployees and officials of utility companies who 
were responsible for the maintenance of pub- 
lic service so vital during such an emergency. 
This is the story sketched by MAtcotm BaAyYLty 
of the editorial staff of the Christian Science 
Monitor in this issue (beginning page 82). 
Floods seem to follow Mr. BAyLey around in 
his journalistic assignments. FORTNIGHTLY 
readers may remember his story of the twelve 
dark days of the Louisville flood of 1936, 
when he was marooned at his post in the offices 
of the Louisville Courier-Journal. Shortly 
after that he went to Boston to join the Chris- 
tian Science Monitor and found himself an 
eye witness to the exciting experience of New 
England last fall. 
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pereraes decisions preprinted from Public 
Utilities Reports may be found in the back 
of this issue. 


THE next number of this magazine will be 
out February 2nd. 
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Remington Rand 


PORTABLE ADDING MACHINE 
... with Direct Subtraction 


FOR PLUS SAVINGS 


Increased governmental require- 
ments and sharper competitive meth 
Hemand a ‘‘cut costs’’ policy for sound, 
profitable management. You can effect 
conomies right in your own figure- 
sing departments with the aid of this 

ew Remington Rand Portable Add- 
ing machine with Direct Subtraction. 

Designed for today’s more intensified 
guring needs, this portable adds to 
bne cent less than a hundred million 
follars. Simplified 10-Key keyboard 
akes operation easy and simple. Weigh- 
ng only 1644 pounds and measurin 
pnly 8 by 14 inches, it offers unequalle 
arrying and space-saving convenience. 
t has every other feature essential for 
eavy duty performance, and many 
bther exclusive economy features. 


7 


Days Free Trial 


Put plus-savings into 
your figure-handling op- 
erations for a week. Mere- 
ly mail the coupon for a 7 
Day Free Trial. Prove to 
yourself the savings you 
can realize. Inquire about 
the cash price and easy, 
convenient terms. No o 
ligation. 


TIME - MONEY 
SAVING.. 


Features 


ADDS $99,999,999.99 


DIRECT 
SUBTRACTION 


RAPID 
MULTIPLICATION 


AUTOMATIC TOTALS 
COMPACT 
LIGHTWEIGHT 
SUB-TOTALS 


HANDY 
CORRECTION-KEY 


NON-ADD LISTING 


——_ wae eee ee eee eee eee eee 


Remington Rand Inc. Dept. U 119 
465 Washington St., 
Buffalo, N. Y 


Gentlemen:—Without obligation please send me full information on 
your New Remington Rand Portable Adding Machine and tell me about 


the 7 Day Free Trial Offer. 
Name... 


Address... 
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UPPORTS axa FITTINGS 


bmetimes erroneously thought of as 
erely an incidental part of a substation 
ttwork, conductor supports and fittings 
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rt of a system. A failure at any one 
pport or joint is sometimes as costly 
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achine. R&IE carefully designed and 
operly made conductor equipment is 
e choice of many Utilities where con- 
uity of service is paramount. Tested 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MoNTAIGNE 





JESSE JONES 
Chairman, Reconstruction Finance 
Corporation. 


Grorce W. Norris 
U. S. Senator from Nebraska. 


FLoyp W. Parsons 
Editorial Director, Gas Age. 


ALBEN W. BARKLEY 
U. S. Senator from Kentucky. 


S. J. KonENKAMP 
Chairman, Executive Committee, 
Public Ownership League of 
America. 


Dr. CHARLES L, RAPER 
Dean of College of Business Ad- 
ministration and Professor of 
Transportation, Syracuse Univer- 

sity. 


CHESTER H. Gray 
Director, National Highway Users 
Conference. 


Wit1AM P. Het 
Washington newspaper 
correspondent. 


WuiaM O. DoucLas 
Chairman, Securities and Exchange 
Commission. 


Georce D. AIKEN 
Governor of Vermont. 
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“Bankers seldom like the way the government is run,” 


” 


“The private utilities are bluffing and we have them 
licked.” 
ee 
“The idea of some that the gas industry lacks romance 
will be dismissed before long...” 


ca 
“President Roosevelt is the biggest ace-in-the-hole the 
American businessman has today.” 
5 


“Nothing is more absurd than the talk of divorcing the 
Siamese twins, government and business.” 


¥ 


“The canalized Missouri river has been a most striking 
example of the expenditure of public money—not for pri- 
vate gain, but for absolute waste.” 


¥ 


“The truck driver is gradually coming to be known as 
the ‘knight of the highway.’ He observes more of the 
rules of the road than does any other highway user.” 


¥ 


“Something obviously has to be done about the rail- 
roads, or the trucking industry may wake up some fine 
morning to find itself in competition with the govern- 
ment of the United States.” 


¥ 


“There is no reason why the men of action and idealism 
in business and in government may not jointly forge the 
destiny of our economic system on the anvils of reason 
and in the fires of national ambition.” 


¥ 


“If we let this [Federal] seizure of power go unchal- 
lenged, it will be a virtual acknowledgment that these New 
England states are no longer sovereign, and that we agree 
others can tend our business better than we can.” 


12 
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14 REMARKABLE REMARKS (Continued) 


Frank R. McNINCH 
Chairman, Federal Communications 
Commission. 


EpitorIAL STATEMENT 
The Wall Street Journal, 


Hucu S. JoHNsoNn 
Former NRA Administrator. 


SAMUEL B. PETTENGILL 
Former U. S. Representative from 
Indiana, 


S. B. WILLtAMs 
Editor, Electrical World. 


Epwin S. SMITH 
Member, National Labor Relations 
Board. 


STANLEY JENKS 
Editor, Gas Magazine. 
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“While the public may not be technically informed 
about radio, its considered opinion about the service ren- 
dered, its quality and character, is more safely to be 
trusted and followed than the opinions of either commis- 
sioners or broadcasters.” 


¥ 


“Of all places where a government supervision is out of 
place if there is any satisfactory alternative, it is in the 
matter of taste. And when all is said, what should be 
broadcast and what should not is simply a matter of taste 
and propriety.” 


¥ 


“The function of the government is to lay down fair 
rules of the game and to keep men from injuring each 
other. The moment government steps in to play that game 
itself or to direct those myriad freedoms, it simply stops 
the dynamo that turns all the wheels of progress and stalls 
the machine that made this the greatest nation within the 
shortest time in history.” 


¥ 


“|. .I1 know that there is such a thing as government 
ownership of railroads abroad, and yet I am thoroughly 
convinced in my own mind that we cannot hope to have 
as good service in this country, hide-bound as we are by 
politics, patronage, pap, spoils, etc., which is part of the 
American government tradition, apparently, as we can 
under private ownership and management.” 


¥ 


“In the fifty years from 1887 to 1937 it [electric output] 
doubled in every five and a quarter years. Mr. [J. DJ 
Ross assumes that another tenfold increase is due in the 
next seventeen years. Is it? If a boy’s weight increased 
tenfold during his first fifteen years, does it follow that 
he will weigh half a ton at thirty, and five tons at forty- 
five?” 


¥ 


“Those who are eager to point out that in most cases 
the decisions of the [National Labor Relations] board are 
in favor of the complaining union, and who conclude from 
that that the board is partisan and biased, would do well 
to bear in mind that the board is willing to proceed toa 
formal hearing on a complaint only when investigation 
shows a strong prima facie evidence of guilt.” 


¥ 


“Where the electric range has made any progress within 
the pipe-line limits, it has done so either because a com- 
placent, self-satisfied gas company has allowed them to get 
away with it, or a beneficent government has used your 
money and mine to subsidize electrical power develop- 
ments, so uneconomical in conception and operation, that 
they wouldn’t exist ten minutes outside the realms of 
political ownership.” 


January 
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ODERN Roiler, Fuel Burning 
and Related EGuiment 


For unit capacities from 1000 
e to 1,000,000 Ib of steam per hr 





aie C-E TYPES 
BENT TUBE—multi-drum, four-drum, three-drum, two-drum 
ich STRAIGHT TUBE—sectional header, box header (cross drum and 
me long drum) 
Ips BO : LE RS FIRE TUBE—hrt, vertical, internally fired, locomotive type 
Ils MARINE—sectional header, bent tube 
h WASTE HEAT—straight tube, bent tube, fire tube 
- (C-E Boilers include all types known by the trade names Heine, Walsh- 


Weidner, Casey-Hedges, Ladd and Nuway) 








C-E TYPES 
nt SU p ER 4 FAT f RS various designs suitable for any superheat requirements and applicable 
ly to any type or size of water tube boiler; also a girth type for hrt boilers. 
* 4 Known by the trade name Elesco. 
by C-E TYPES 
he UNDERFEED—multiple retort, single retort (five designs) 


ul STOKERS CHAIN GRATE—(three designs) 
TRAVELING GRATE—(two designs) 
(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Type K, and Skelly) 





t] C-E TYPES 

a] Pi LVE R | Z FD al FL both direct fired and storage systems and a variety of designs of mills, 
e burners, feeders and related equipment, including those known by the 
d trade names Raymond and Lopulco. 





C-E TYPES 


e ‘ 
FURNACES both dry bottom and slagging pulverized fuel furnaces as well as 


extended surface and plain water-cooled wall constructions. 





"¥ 


C-E TYPES 
4 FAT A EC OVE RY regenerative, plate and tubular air heaters; continuous loop and flanged 
joint types of fin tube economizers. Latter known by the trade name 


Elesco. 
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C-E TYPES 


* suitable combinations of boiler, fuel burning and related equipment 
COM whale UN ITS for any fuel and for capacities from 1000 to over 1,000,000 Ib. of 
steam per hr. Also complete units of standard design known by the 


trade names C-E Steam Generator, Type VU, and Combustion Steam 
Generator. 


Combustion Engineering Company, Inc., 200 Madison Ave., New York « Canada: Combustion Engineering Corp. Ltd., Montreal 


COMBUSTION ENGINEERING 
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typing and erasing. 

You can’t find a paper that fits that descrip- 
tion better than Waverly Ledger. Its 85% 
rag content gives it maximum strength and 


Linen Record for the nation’s most valuable 
permanent records put excellent ruling, print- 
ing, writing and erasing qualities into Waverly 
Ledger. 

Make Waverly Ledger your standard for 
all forms and books like those listed above. 
We'll gladly send a sample book for your 


inspection. Write Byron Weston Company, 
Dalton, Massachusetts. Manufacturers of 


durability. And the same skilled craftsmen 
who make the famous Byron Weston Co. 








Ric-wil 
UNIT 
STEAM 
MAIN 


For Speed 

And Economy 
On Underground 
Installations 


Many installations for public utilities prove the prac- 

tical value of Ric-wiL Unit Steam Main—a durable, com- 

pact, light-weight, water-tight, self-contained system. Installa- 

tion cost cut to a minimum. Standard units are pre-built at our 

factory and include any standard steam pipe, supports, insulation, 

liner, and galvanized full asphalt-coated Armco Iron conduit. Self-contained 

units come ready to install with welder and labor. Mini trench- 
ing—reclamation value practically 100% if removal is desired. Utility test re- 
ports and specifications sent promptly on request. 


4 REG. U. S. PAT. OFF. ( 


CONDUIT SYSTEMS FOR 
UNDERGROUND STEAM PIPES 





THE RIC-WIL COMPANY 


1562 Union Commerce Bldg. Cleveland, Obie 
New York Chicago 


AGENTS IN PRINCIPAL CITIES 
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Parallelling the new models in Street 
Cars and Buses 








. is the streamlined send i 
Transportation Advertising 








Both are showing the Riding Public 
new ways in Better Living. 


BARRON G. COLLIER, Inc. 


745 FIFTH AVENUE, NEW YORK 
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GO AHEAD | 


1939 


with Modern 
Distribution Equipment 





Dig Anywhere--- Anytime 
with “GLEVELANDS” 


Why struggle along with obsolete methods— 
obsolete equipment? Why be satisfied with 
sluggish, undependable methods — methods 
that cost more, take more time and cause 
more trouble? 


Why put up with this, when you can elimi- 
nate them so easily—with modern, up-to-date 
equipment to dig and fill your trenches. 


Here is equipment that meets exactly the re- 

quirements of the Gas Distribution executive. 

Because it is compact, streamlined for light 

weight and performance. Because it is rugged 

and dependable and because it is supreme in quality of construction, it is the 
kind of equipment you need to get the pipe in the ground quickly and at lowest cost. 
Hair-trigger, truck and trailer mobility makes these savings available on more 
jobs—anywhere in your system. Why not go ahead in 1939 with “Clevelands”? 
Details gladly furnished. 


THE CLEVELAND TRENCHER CO. 


20100 St. Clair Avenue Cleveland, Ohio 


One important “Cleveland” idea that adds to the 
versatility of performance is illustrated at the right 
—low cost transportation, at truck speed, via spe- 
cial trailer—“Clevelands” load or unload in 10 to 
15 minutes. 


| |‘ CLEVELANDS @]|| 
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Alphabetic Bookkeeping and 
Accounting Machine 


Investigate the SPEED and 
Flexibility of punched card accounting 


It isn't necessary to have a large volume of business, to benefit by the 
punched card method of accounting. This modern, widely-accepted 
method now offers an advantage to small and medium-sized companies. 


This advantage lies in the flexibility of the machine shown above. This 
one machine will take care of practically every type of utility account- 
ing. It will prepare the complete reports you need automatically from 
punched cards. Simply by altering the controls on this machine you 
can switch from Billing to Payroll to Operating Ledgers—all in a 
matter of minutes. 


Write for detailed information concerning the advantages which this 
flexibility and speed can mean to your business. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


NS: 
World Headquarters Buildin Branch Offices in 
590 Madison Ave., New York, N. Y. Principal Cities of the World 
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The face of that clock you see in the picture 
tells much of the story of what’s holding back 


business and the country today. 


Part of each dollar anybody takes in has to go 
for taxes—in cash. They are a first charge. 

And the appalling fact is that on the average over 
one-fourth of every working day of all business, 
all enterprise, all workers, is needed to produce 


the amount government spends. 


Government costs—taxes—compete with the 
wage earner for higher pay or any pay. Gov- 
ernment gets there first. 

Taxes add to the cost of everything you buy*— 
taxes are so large today that business, try as it 
will to economize, must endeavor to cover 
them in the cost of the things it sells. 

The plain truth is, so long as government 
spends at the rate it is spending today, pro- 
ductive enterprise is kept so busy raising 
money for government that it is shackled in 
trying to “take up the slack” in unemploy- 
ment. 

And the little-known fact is—not more than $1 
out of $6 spent by government goes to relieve those 
in need. 


Lower taxes mean a better chance for every- 
one able to produce—not only for the man at 
the workbench, but also for the man on the 
park bench. 

One of the surest ways to bring enduring 
good times in America is to give enterprise a 
hand, because what helps business helps you. 


*Write for free pamphlet 





This message is published by 


NATION'S BUSINESS 


—a monthly magazine edited in Washington where 
business and politics meet. Established 1912. 315,000 
business men and women subscribe. Begin reading 
Nation’s Business now. 
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NOROSTROMS fit into 


your Engineering Plans 


With more than 1,000 sizes and modifications from which 
to choose, you can equip your entire plant with Nordstrom 
Lubricated Plug Valves. Sizes range from 1%” to 30”; 
temperatures from —150° to -+600°. Tested pressures 
range to 10,000 Ibs. Write for catalog. 


INSTALL NORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Office: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, 
Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Les Angeles, 
Oakland. Canadian Licensees: Peacock Brothers, Ltd., Montreal. European Licensees: 
Audley Engineering Co., Ltd., Newport, Shropshire, England. 
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A sef-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 
begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 


conditions. 








BS : ae, 38 
OOSIER ENGINEERING 
HICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier oe Company, Ltd. 


RECTORS OF TRANSMISSION LINES 
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Good to the last ‘‘drop’’! 


. . . with apologies 


All Photos by Edgerton, Germeshausen & Grier, Mass. Inst. of Tech. 


C ‘nasn' by the ultra-speed camera, the coffee 


hasn’t left the cup as it shatters on the floor 

. . a marvelous picture of shock and destruc- 

tion. If only the magic camera could show the de- 

structive results of poor design and manufacture in 

Water Meters—the loss of accuracy, the wear, de- 

terioration and eventual obsolescence. Then you 

would realize the great advance that has been made 
by the use of modern precision machine tools and ight in w 
methods in achieving the higher standards of ac- urden on 
curacy and interchangeability, closer tolerances and ial ae 

finer finish in Trident Meters! This is what we mean - : 

by Trident Quality—it’s there even though you can’t reight, th 
see it! materials 
Standar 


@ Neptune Meter Company, 50 West 50th St., ° 
(Rockefeller Center), New York City. eXpensiv 
Branches in Principal American Cities. Nep- um bus t 
tune Meters, Ltd., 345 Sorauren Ave., 


Toronto, Canada, ngles. In 


SERVICE 


reveals the 
ULTRA-PRECISION 





**invisible”’ 


es WATER METERS A 


PIONEERS IN METER PROGRESS 
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Vibular Cllera Clluminum (bus Bar 


SIMPLIFIES THE CONSTRUCTION OF OUTDOOR STATIONS 





ight in weight, Aluminum bus bar places less 
urden on supports. They can be few and widely 
paced, and the structure itself can be lighter in 
eight, thereby effecting many economies in 
materials and labor. 

Standard construction methods and simple, 
expensive fittings are used with Alcoa Alumi- 
um bus bar, whether tubular, flats, channels or 


ngles. Installations are attractive. They stay 


that way, because Aluminum weathers well and 
stands up under corrosive conditions encoun- 
tered in most manufacturing processes. 

Alcoa Aluminum bus bar offers a high degree 
of thermal, electrical and mechanical effi- 
ciency. Ask our engineers to assist you in 
selecting the material which best meets your 
needs. ALUMINUM COMPANY OF AMERICA, 
2134 Gulf Building, Pittsburgh, Pennsylvania. 


ALCOA: ALUMINUM. 
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MASTER-LIGHTS 


ANNOUNCE TYPE ‘'WS'! 





YOU OWE YOUR MEN 
THE BEST THERE IS 


FASTER—BETTER 
LINE REPAIRS 


High powered hand searchlights for inspec- 
tion, repair, and upkeep crews. 


Rechargeable battery and dry battery 
types. 


MANUFACTURERS OF WORLD'S MOST POWERFUL 
HAND AND REPAIR CAR SEARCHLIGHTS 


TYPE WS 


Sent on approval 


CARPENTER MFG. CO.—CAMBRIDGE, MASS. 





‘ 
ob it 


*WALL* od “ 


Hollars 


DREADNAUGHT ta. = 





TRADE MARK onstr 
Hrives, 


eques 


noted for their scientific design, rugged 
construction and low fuel consumption. 
They will operate efficiently in an in- 
verted position and at any angle and are 
manufactured from the highest grade of 
materials by experienced workmen. 


Every Dreadnaught is service-tested be- 


fore shipment, warranted to give satis- P, WALL MFG@. SUPP LY C0. | 


faction and guaranteed against defects. PITTSBURGH PA 
‘ . 
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he Versatile Performer WINS 





ee, 7 
coy a ©: 


( 
Alp 
mee : é 




















e A star performer on any 
ob it tackles, the BARCO wins 
or public utilities where minutes and 
lollars are involved. Compact and porta- 
ble . . . efficient and economical on 


eavily traveled streets as well as on line 
onstruction work ... the BARCO digs, 
trives, cuts, drills, breaks and tamps. 
Booklet 603 giving full details, sent on 
equest. 





ARCO. MANUFACTURING COMPANY 


1803 W. Winnemac Ave., Chicago, Ill. 


BINRIGO Er 
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Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one... new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up .. . to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing ... there’s nothing more valuable than an 
actual example ... on your own show rooms... 
of just what you mean. 


You talk to a merchant . . . tell him the need for 
modern merchandising methods .. . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front . . . illuminated in the modern manner. We 


practice what we preach . . . because we know} 
means better business!” 


Put a new Pittco Front on your utility show room 
Make them an example of what you preach. An 
when the Pittco Store Front Caravan, sponsorti 
by Pittsburgh Plate Glass Company, comes to yoll 
territory, don’t miss it. It shows you numerotf 
actual examples of modern store front lighting. | 
offers you an opportunity to cooperate with a pm 


the Caravan... 
fronts you may need in your work. 


Ppp F TTS BURGH, 
PLATE GLASS COMPANY 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Thi 


nuary 19, 1939 Public Utilities Fortnightly 











Come On In Ann S22 Tutse 


ABetter Truck for UTILITIES . Priced with the Lowest 


See For Yourself How New Dodge Styling...New 

Larger Cabs...New Rust-Proofing...New “Truck- 

Built” Construction Have Raised Truck Values To 
A New Peak In The Lowest-Price Field! 





New 1939 Dodge !4-Ton Panel—Delivered ready to run at Detroit, ssahidinie 4 double-acting 
airplane-type shock absorbers, front and rear bumpers, spare tire, standard oqnleness 
and Federal taxes. Transportation, State and local taxes (if any) extra—only.. 680 





EE the new Dodge Trucks. See 
how much extra value Dodge gives 
you at low, 1939 prices, in prestige- 
w.B. Ch building beauty and extra economy 

$ * features. See how Dodge trucks lead 
A653: the whole low-price field in advance- 
ments like rust-proofing of complete 


beets (if auny) extra. cabs and bodies, super-tough Amola 


steel axle shafts, springs and other 
11-Ton, 13 SW com: pa vital parts, and many other things 
delivered Be all stan dard that mean important savings for 
wis t. Price inclogeeation, State | you. Then take a test and let the 
tra. s! truck speak for itself. See your 

TERM Dodge dealer today! 


oy TAKE ATEST 2.4 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
United States Circuit Courts asiiiinie 
of Appeals a2 
COVERING United States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE S R oo Visy « eee eae Differi: 
SURVEY OF tate Kegulatory Commissions 


Insular and Territorial Regu- 
THE LAW latory Commissions A GREAT SERVICE 


A SHORT CUT 


ts lesser 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 














J 
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For = Say 
Permanent ~ 
Economy in — 
Electrical 

Distribution / 





-_ 





EVERAL YEARS AGO, Johns- Manville 
introduced Transite Electrical Conduit 
an asbestos-cement material so inherently 
strong and permanent that it ended the ex- 
pense of ‘“‘concreting-in’”” on many under- 
bround duct systems. And provided virtual 
reedom from maintenance whether installed 
nder or above ground. 
Today, its companion conduit . . . Trans- 
te Korduct .. . is lowering electrical dis- 
ibution costs—and keeping them low— 
bn jobs where concrete casings must be used. 
Differing from Transite Conduit only in 
ts lesser wall thickness, Korduct offers the 




















Johns-Manville 


TRANSITE KORDUCT 
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@ Ww HEREVER 

electrical conduit 
must be ‘‘concreted- 
in’’—the light weight 
and long lengths of 
J-M Transite Korduct ? 
cut material and 
labor costs, assure 
immediate instal- 
lation savings. 





same basic permanence, the same freedom 
from maintenance. 


Its lighter weight and long lengths reduce 
both material and handling costs. Hence 
on multiple-duct systems, in tunnels, bridge 
structures, dams—or wherever the service 
calls for “‘concreting-in,’’ Transite Korduct 
is your logical conduit choice. 

Making new conduit installations . . . re- 
placing existing materials? Be sure you get 
the new data-sheet manual on Transite 
Korduct. It also includes new data on 
Transite Conduit. Write Johns-Manville, 
22 East 40th Street, New York City. 
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If this Housing ever 
Breaks or Distorts we 
will replace it Free. 


Guaranteed 
Friel Housing 


practically ends your wrench repair expens 
Safe All-Alloy tool Protects your Workmen 


RIBEID Heavy-Duty Wrenches are guaranteed to stay on the job. 
You reduce your investment in “spare” wrenches. Your men turn out 
better work with less effort. 


=] 


Powerful all-alloy strength makes RIBE&ID Wrenches safe under 
all conditions. Chrome molybdenum jaws won't slip or lock on pipe. 


Workmen like RIGEIDs, take better care of them because they 
appreciate the balanced comfort-grip I-beam handle, handy pipe 
scale on full-floating hook jaw, replaceable heel jaw, and adjusting 
nut that spins easily in all sizes, 6” to 60”. They like the End Wrench 
model that gets at pipes against flat surfaces, in tight places. 


Millions of RRIBEID Wrenches have brought new efficiency and 
economy to plants all over the world. Cut your pipe wrench costs, 
get credit for saving money for your company by standardizing on 
RIBE&ID Heavy-Duty Wrenches now. Order from your Supply 
House today. 


The Ridge Tool Company, Elyria, Ohio 
ed feo ee) &- 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petcoleum operation . .. production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


1. 


ITIES SERVICE oS Serves A Nation! 
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TWIN STRAINERS provide non- 


stop straining service with easy 
manual cleaning. When one cylinder 
is fouled, the handwheels divert the 
flow to the alternate cylinder, per- 
mitting the fouled basket to be emp- 
tied with no interruption of the flow. 
Particularly popular with utilities, in 
some of which entire batteries of 
Twin Strainers guard the cleanliness 
of water supply. Built in sizes from 
1 in. to 42 in., larger sizes with 
motor-operated valves. Also in 
single-strainer types, where service 
interruption is permissible. 


ee ae ees 
4 geet pee Sie 


In the circle, @ 
section of strainer 
surface in the 
Elliott Continuous 
Strainer. Fibrous 
material cannot 
mat or cling upon 
this surface. 





SELF-CLEANING STRAINERS ncca no 


attention beyond simple maintenance. A slowly 
rotating element blanks off successive straining 
sections, flushing out arrested debris, which 
drains out the bottom. Positive in continuous per- 
formance, and especially valuable for finish 
straining of water which has already possed 
through the ordinary screen or strainer. In sizes 
from 4 in. to 24 in. 
Any straining problem is pe- 
culiarly an Elliott problem, by 
virtue of the long experience 
and unbroken success of El- 
liott engineers in meeting all 
kinds of straining needs. En- 
gineering cooperation without 
obligation. Descriptive Strainer 
Bulletin for the asking. 
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¥ National Electrical Manufacturers Association will hold mid-winter conference, New 
York, N. Y., February 5-11, 1939. 





{ American Society of Civil Engineers ends annual meeting, New York, N. Y., 1939. 
{ New England Gas Asso., Operating Division, holds meeting, Boston, Mass., 1939. 





{ Edison Electric Institute, Electrical Equipment Committee, will convene, Buffalo, N. Y., 
February 6, 7, 1939. 








American Institute of Electrical Engineers opens winter convention, New York, N. Y., 
1939. 











Y American Society of Heating and Ventilating Engineers starts annual meeting, Pitts- 
burgh, Pa., 1939. 








{ Minnesota Telephone Association opens convention, St. Paul, Minn., 1939. 








{ American Management Association, Division of Finance and Accounts, opens annual 
conference, New York, N. Y., 





q Illinois Society of Engineers opens annual meeting, Springfield, Ill., 1939. 





Y American City Planning Institute starts convention, Washington, D. C., 1939. 








{ Edison Electric Institute, Transmission ond eas Committee, will hold 
session, Rochester, N. Y., February 9, 10, 








q New England Gas eee will hold annual business conference, Boston, Mass., 
February. 16, 17, 





Teouisions sp Engineering Society will hold annual meeting, New Orleans, La., February 
ei 











Q Public Utilities Advertising Association starts western regional conference, Kansas 
City, Mo., 1939. 





a4 FEBRUARY e 














4 Southern Gas Association will hold annual convention, S. S. Rotterdam, New Orleans 
to Havana and return, March 19-23, 1939. 
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Courtesy, Kennedy & Co., New York 


From an etching by James E, Allen 


The Flats 
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The Job of Flood Control 


Passes to Washington 


Effect of the Barkley Amendment to the Omnibus 

Flood Control Act of 1936 on states’ rights—Radical 

change in national policy—Acquisition of lands with- 
out consent—Favoritism. 


By CHARLES MORRIS MILLS 


NE of the most revolutionary 
@ laws in American history 

passed Congress in the closing 
days of the last session. The new act, 
signed by the President June 29th, 
commonly known as the Barkley 
Amendment to the Omnibus Flood 
Control Act of 1936, gives the Federal 
government full ownership of all flood 
control projects, permits operation of 
such waterways by the Army En- 
gineers, and grants the Federal Power 
Commission an equal voice with the 
Army in the determination of future 
power developments. The rights of 


67 


the states to the possession and man- 
agement of such enterprises are swept 
aside ; the power of acquisition without 
consent of the states is granted to the 
War Depariment; the compensation 
for the loss of taxes from properties 
used for dams and reservoirs 1s 
omitted. Discrimination and favorit- 
ism are shown in the retroactive pay- 
ment to one state for projects already 
completed, and to two other states 
which are eliminated from provisions 
of the law. 

No hearings were held on the bill. 
The passage brought rejoicing from 
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advocates of centralized Federal con- 
trol who vision great benefits from 
unified ownership and _ operation. 
Those who advocated the development 
of seven TVA regions under the 
auspices of the National Resources 
Committee think the new law does not 
go far enough, although the provisions 
of the act extend far beyond the pow- 
ers granted to the TVA. 


O* the other hand, those who up- 
hold states’ rights, especially the 
framers of the New England flood 
control compacts (which were killed 
by the act), believe the principles em- 
bodied in the law threaten the funda- 
mentals of American government. 
They point out that the balance of 
power between the Federal and state 
governments is overthrown; that the 
acquisition of land without consent is 
contrary to the heart of English law 
established for five hundred years; 
that the capture of lands without ade- 
quate compensation is not in line with 
American methods of square dealing ; 
and that the rise of the politically ap- 
pointed Federal Power Commission to 
an equal status with the Army Engi- 
neers in the determination of power de- 
velopment is a move toward inside 
dealing and log rolling. These advo- 
cates see a long-drawn-out fight in the 
courts over the right of the Federal 
government to dispossess the states of 
natural resources, and, finally, vision a 
threat to the existence of the public 
utility industry. They fear that even if 
“economically feasible development of 
power” is not recommended by the 
Army Engineers, the political pressure 
exerted by the Federal Power Commis- 
sion will be superior, and that fantastic 
dams and reservoirs will be con- 
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structed, irrespective of market and 
other conditions. In other words, poli- 
tics will be stronger than the practical 
production of power. 


N order to understand the reasons 
for the passage of the new law, the 
background of the fight over flood con- 
trol must be analyzed. The Federal | 
Power Act of 1920 gave the Federal 
Power Commission jurisdiction over 
the navigable waters of the United 
States for the purposes of protecting 
interstate commerce, national defense, 
etc. That agency did not, however, 
have control over nonnavigable 
waters. However, intent to construct 
a dam on a nonnavigable stream by 
anyone, including a state, must be filed 
with the commission which must make 
an investigation to see if interstate 
commerce is affected. If not, the 
authority of the commission ends, and 
the matter passes back to the state. 
Even within the last two years, the 
commission has acted accordingly in 
the case of dams built on nonnavigable 
streams even for power purposes. This 
situation, however, irritated the com- 
mission, as shown in decisions declar- 
ing certain streams navigable which, 
according to ordinary common-sense 
reasoning, could hardly be so classified. 
The most outstanding case is the Caro- 
lina Aluminum Company’s proposed 
hydroelectric plant where four dams 
were between the proposed dam site 
and the head of navigation. The Fed- 
eral Power Commission also asserted 
its authority over the dams and reser- 
voirs in the New England flood control 
compacts although they were all located 
on nonnavigable streams. 
In 1936, the Omnibus Flood Con- 
trol Act, passed after the disastrous 
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floods of that spring, set up a new prin- 
ciple. The old pork barrel was done 
away with, and, instead, joint contribu- 
tions were provided for—the Federal 
government paying for construction 
and the states for lands and mainte- 
nance. Interstate compacts were per- 
mitted. Titles were presumed to remain 
with the states following the precedent 
established by other laws. Penstocks 
and other power developments were 
permitted with the sanction of the 
Secretary of War. The act, sponsored 
by the late Senator Copeland, was re- 
garded as laying the foundation for a 
sound flood control policy. 
bee first section of the country to 
take advantage of the Copeland 
Act was New England where two com- 
pacts covering flood control on the 
Connecticut and Merrimack rivers 
were drawn up, approved by the gov- 
ernors, legislatures, and Senate and 
House committees. Shortly after the 
compacts were introduced in Congress 
for approval, the Federal power 
monopoly bloc, headed by antipublic 
utility Congressmen, gained the at- 
tention of the administration, which 
had hitherto been friendly to the com- 
pacts, and spread the rumor that the 
proposals were “a plot of the public 
utilities to gain control of the water- 
ways of the people.” 


q 


7 


The result was strong opposition 
from the White House. In response to 
this policy, various Federal agencies be- 
gan to attack the compacts on two 
grounds. First, the titles to the lands 
were not given to the Federal govern- 
ment. The states contended that there 
was no precedent for states to turn over 
their natural resources, especially in 
view of the fact that they were not only 
paying for the land, but were carrying 
the cost of maintenance. Secondly, 
the special agreements between the 
states and Federal government, cover- 
ing the development of power, were at- 
tacked as depriving the Federal gov- 
ernment of its rights. The states again 
contended the Federal government 
had the final decision in regard to 
power and could veto any proceeding. 
As a matter of fact, the amount of 
power found by the Army Engineers 
in the 8 dam and reservoir sites under 
the Connecticut compact was less than 
that which could be generated from a 
single powerful automobile. So an im- 
passe was reached in August, 1937. 


HE Brown-Casey bill was intro- 

duced at this time calling for ac- 
quisition of lands without consent and 
for the payment by the states for all 
power developments, thus placing the 
burden on the states at 68 per cent. 
The suggestion that the New England 


“THE passage [of the Barkley Amendment to the Omnibus 
Flood Control Act of 1936] brought rejoicing from ad- 
vocates of centralized Federal control who vision great 


benefits from unified ownership and operation. Those who 
advocated the development of seven TVA regions under 
the auspices of the National Resources Committee think the 
new law does not go far enough, although the provisions of 
the act extend far beyond the powers granted to the TVA.” 


69 


JAN. 19, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


governors call special sessions of their 
legislatures to amend the compacts to 
conform with the Brown-Casey bill 
met with vehement opposition. The 
next move came from the White House 
in January. The administration pro- 
posed that the Federal government pay 
the entire costs of the projects if the 
states would give up their titles. Once 
again the New England governors re- 
fused to retreat from their stand, and 
the Massachusetts legislature even 
went so far as to forward a memorial 
requesting Congress to confirm the 
compacts. 

In March, the House Flood Control 
Committee began hearings to deter- 
mine a new national flood control 
policy. The reason for this move has 
never been explained. Chairman Whit- 
tington of Mississippi brought in the 
report in May calling for a 5-year pro- 
gram of $375,000,000. The Federal 
government was to pay 70 per cent of 
the cost hitherto assumed by the states, 
but the principle of local contributions 
was retained in accordance with the 
statement of the President in April, 
1927: 


It is my belief that for many reasons the 
Federal government should not be charged 
with the cost of the land necessary for dams, 
levees, and reservoirs. 


The Whittington report criticized 
severely the “planning” by certain 
bodies, mainly the National Resources 
Committee, calling for the creation of 
seven TVA districts or regions: 


During the consideration of the 1937 flood 
control legislation and since, we have heard 
a great deal of planning. Proposed planning 
has been too theoretical and has been lacking 
in practical results. The professional plan- 
ners advocate the covering of too many 
proposed activities in one report with the re- 
sult that we do not receive sufficient definite 
information to legislate for specific improve- 
ments that are practical and are urgently 
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needed .. . the committee believes that the 
Congress and the country have had enough 
of theoretical planning. It is time for action, 
Time has vindicated the wisdom of the 
policy declared for the first time in the act 
of 1936. 
Chairman Whittington stated in the 
hearings with regard to title to lands: 


. .. I may say, without any desire to be 
controversial, that it is my view, and I believe 
it to be shared in general by members of 
the committee, that under all flood control 
projects prior to the act of 1936, title to 
rights of way furnished by the local interests 
was taken in and remains in the local in- 
terests. 


ib Whittington report also set up 
the Army Engineers as the sole 
determining agency in regard to power 
developments—a move which was 
most displeasing to the bloc wishing to 
extend the authority of the Federal 
Power Commission. Later, in con- 
ference with the Senate, the right to 
determine the status of such projects 
was left to decision between the Army 
and the commission. 

The Senate made 55 amendments 
to the Whittington bill after it had 
passed the House. 

At this time, the administration, 
through Senator Barkley, decided to 
push through the 100 per cent Federal 
ownership and operation clause rela- 
tive to all flood control work. Even the 
attempt of the late Senator Copeland 
to earmark $325,000,000 for flood 
control out of the new $3,800,000,000 
spending bill went down to defeat. 
Then Representatives called at the 
White House to find out whether the 
President would support the final form 
of the bill, including the acquisition of 
land without consent. Having been 
assured of approval, the bill swept 
through the House, and passed the 
Senate in the closing hours, after acri- 
monious debate, 51 to 32. 
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Authority of Federal Power Commission 


“.. mtent to construct a dam on a nonnavigable stream by anyone, 

including a state, must be filed with the [Federal Power] commission 

which must make an investigation to see if interstate commerce is af- 

fected. If not, the authority of the commission ends, and the matter 

passes back to the state. Even within the last two years, the commission 

has acted accordingly in the case of dams built on nonnavigable streams 
even for power purposes.” 





A in the 1936 act, flood control is 


under the jurisdiction of the War 
Department, and soil erosion and allied 
purposes are left to the Department of 
Agriculture. Section 2 provides for 
Federal ownership of all flood control 
projects : 


Notwithstanding any restrictions, limi- 
tations, or requirements of prior consent 
provided by any other act, the Secretary of 
War is hereby authorized and directed to ac- 
quire in the name of the United States title 
to all lands, easements, and rights of way 
necessary for any dam, reservoir project, or 
channel improvement or channel rectification 
project for flood control, with funds here- 
tofore or hereafter appropriated or made 
available for such projects, and states, polit- 
ical subdivisions thereof, or other responsi- 
ble local agencies, shall be granted and reim- 
bursed, from such funds, sums equivalent 
to actual expenditures deemed reasonable by 
the ewer of War and the Chief of 
Engineers . . 


This clause was hotly debated in the 
Senate in a bipartisan attack by Sena- 
tors O’Mahoney, Copeland, Austin, 
Burke, Maloney, Bailey, Walsh, and 
Vandenberg. Maloney declared that 


the bill was “a desecration of states’ 
rights,” and predicted an undermining 
of state education by the same methods. 
Senator Glass pointed out that even in 
the construction of a post office, the 
right of eminent domain was followed, 
and he declared “the Federal govern- 
ment has not a particle of right to con- 
demn a foot of land in a state without 
the consent of the state.” Senator 
Bridges in a statement made after- 
wards asserted that “New England had 
kept the faith while the Federal gov- 
ernment had completely reversed itself 

. unexplainable except for the ad- 
ministration’s desire to TVA New 
England and absolutely to control one 
of the prized resources which has con- 
tributed so largely to building and 
maintaining New England industries.” 


HE opposition declared that prac- 
tically every reservoir that has 
been constructed at Federal cost was 
built on lands acquired by the United 
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States. Senator O’Mahoney pointed 
out that this claim was based on recla- 
mation dams and not on flood control 
dams. Other Senators called attention 
to the absence of any clause providing 
for payment for the loss of taxes 
through the acquisition of dam sites— 
covered in the TVA by a small per- 
centage of the gross revenue. 

Section 3 deals with evacuation and 
§4 with the authorization of penstocks 
and other power developments through 
the joint action of the Army Engineers 
and the Federal Power Commission. 
There is an implication that if one body 
opposes the decision of the other, no 
power development will occur. The 
same section also outlines specific proj- 
ects. Dikes are added to the Connecti- 
cut river basin in addition to the dams 
and reservoirs already authorized. In 
the Ohio river basin, reimbursement 
of $4,500,000 is made to the Musking- 
um Conservancy District. This retro- 
active principle opens wide the gate 
for other similar payments on other 
projects all over the nation. The possi- 
ble amount of such payments stuns the 
imagination. Ex-Senator Bulkley of 
Ohio is already reported to have sug- 
gested repayment for the Miami (Day- 
ton) Conservancy District built in 1912. 

In the Arkansas river basin, the au- 
thority of the Federal Power Com- 
mission is reaffirmed with respect to 
power purposes, although certain im- 
provements are to be operated and 
maintained at private expense. In the 
Red river basin, the states of Okla- 
homa and Texas retain their rights 
above the Denison dam site. The rea- 
son for this discrimination is not made 
clear by the statute, and this clause was 
vigorously attacked by Senator Borah 
and others. In the Morganza floodway 


JAN. 19, 1939 


in the lower Mississippi, reimbursement 
at 25 per cent of the total revenue from 
leases is to be paid to the state in which 
the property is located, to be expended 
by the state legislature for public 
schools and roads. 

The remainder of the act deals with 
new surveys to be undertaken, and 
with authorizations for expenditures 
over the 5-year period ending in 1944, 
including $375,000,000 for improve- 
ments, $10,000,000 to the Department 
of Agriculture for improvement of 
watersheds, $375,000 annually for 
Weather Bureau flood control fore- 
casts, and $1,500,000 for the Federal 
Power Commission for surveys. 


# hee analysis of the final Senate 
vote provides interesting facts. 
The northeastern states composed of 
New England, New York, New Jersey, 
and Pennsylvania, which pay almost 
one-half of the entire Federal income 
tax, voted twelve to five against the bill 
with the Republicans and Democratic 
Senators Walsh, Gerry, Lonergan, 
Maloney, and Copeland in opposition 
to Brown, Green, Wagner, Guffey, and 
Smathers. Byrd, Glass, George, and 
Bailey cast the only opposing votes 
from the solid South. In the main, the 
big river states voted for the bill. The 
question, however, was by no means 
strictly political as witnessed by the 
split in the Democratic vote. The op- 
position was best summed up in the 
Senate minority report, signed by 
Senators Copeland and Gibson: 


The so-called Barkley amendment we look 
upon as a dangerous proposal. We believe 
it threatens every vestige of state control 
and states’ rights. It changes a well-defined 
policy of codperation; it has not been 
studied, and no hearings have been held. It 
aims at the destruction of the balance of 
power between the states ‘and the national 
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government, a proposal which, in our 
opinion, is contrary to the Federal principle. 
As we see it, it is not a good thing for 
America. All local and regional problems 
should be handled by the states directly con- 
cerned, in codperation with the Federal gov- 
ernment. The amendment we regard as 
meaning the surrender to the government of 
title to our natural resources. It eliminates 
state participation in flood control. 


Ee President signed the bill “with 
some reluctance . . . it is not a step 
in the right direction in the set-up for 
general government planning . . . for 
the coming year I shall attempt to ob- 
tain coordination between all groups 
and agencies affected.” Here the 
President returns to the memorable 
regional planning bill (or so-called 
7-TVA bill) in which he had planned 
to make the National Resources Com- 
mittee the supreme body over the 
waterways of the nation: For a con- 
siderable time the fact-finding surveys 
of the Army Engineers had not met 
with approval of the administration, 
and the Barkley Act was one step 
downward in their authority. 

Yet no mention was made of the 
Omnibus Flood Control Act signed 
only two years previously, and which 
provided for a really constructive solu- 
tion of the flood control problem. Nor 
were the New England flood control 
compacts touched upon—the work of 
able and sincere men seeking protection 


against disaster. The fact that four 
states had approved the compacts and 
that they had passed the Secretary of 
War and the Senate and House com- 
mittees made no difference. Nor was 
any reference made to the ill-con- 
structed features of the act—seizure 
without consent; the forcible posses- 
sion of natural resources from the 
states; the elimination of local con- 
tributions and management; and the 
discrimination to certain states. 
S bine alone can tell the outcome of 
the new national policy. There 
are obvious legal deficiencies. The 
states are already alert to the latest 
danger to their rights. Vermont has 
announced immediate action to block 
operations. New Hampshire will fol- 
low along. The New York State Power 
Authority petitioned the state Consti- 
tutional Convention to include in the 
new Constitution a clause “forever 
resting in the people of the state the 
ownership, control, and possession of 
the beds and waters of the rivers” 
within its borders. Probably the va- 
lidity of such claims will be settled only 
by the Supreme Court. 

Thus long and weary years may pass 
before the people in the river valleys 
will gain the very necessary protection 
against flood and death. 





Britain Buries Her Telephone Wires 


I 


N a recent debate in the British House of Commons over af- 
fairs of the government postal service, which operates the 


telephone system of Great Britain, the question was asked as 
to what proportion of telephone lines were underground. The 
Postmaster General, replying to the question, stated that over 
90 per cent of the total mileage of telephone wire was already in 
underground cables, and that it was the policy of the government 
to use underground wires in preference to overhead wires 
wherever financial considerations permitted. 
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The British Power Set-up 


The Central Electricity Board; an Experiment 
In Ownership and Control 


The developments in Great Britain, in the opinion of the author, need 


to be understood better on this side of the water. 


If we study them 


carefully, he says, we shall be less likely to use them as arguments to 

support government ownership, as we understand it, and we shall also 

learn the advantages of a compromise and pragmatic approach to an 
exceedingly complex issue. 


By DUDLEY F. PEGRUM 


, : \HE distinguished Harvard econ- 
omist, Professor Taussig, as 
long ago as 1911 said, “It is not 

too much to say that the future of de- 
mocracy will depend on its success in 
dealing with the problems of public 
ownership and regulation.” The pas- 
sage of over a quarter of a century has 
more than justified the prophetic na- 
ture of those remarks. In this country 
we have accomplished much during 
that time and we have acquired a great 
deal of experience. 

The development, in the United 
States, of public utilities in the last 
twenty-five years has surpassed any- 
thing that could have been foreseen 
then, and has outstripped anything 
that the rest of the world has to offer. 
With this tremendous growth, new 
and far-reaching problems have arisen, 
to the solution of which we have made 
but a bare beginning. 

Today, we are floundering around 
in a veritable slough of despond with 
scarcely anything that resembles a co- 
herent public policy in regulation, taxa- 
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tion, or ownership. The perennial rail- 
road problem looms larger than ever, 
especially in the light of new technol- 
ogy, conflicting interests, and on inde- 
cisive government. The other public 
utility industries face problems no less 
prominent, nor certain as to outcome, 
even if the immediate outlook is less 
ominous: regulation is heterogeneous; 
the legal situation is decidedly unsatis- 
factory ; and public ownership is both 
threatening and hesitant at the same 
time. In other words, we do not have 
a public policy for the public utility in- 
dustry. Indeed, we are not even will- 
ing to “muddle through,” for this im- 
plies dealing with various issues on 
their merits, in contrast to a compre- 
hensive national program. Under such 
circumstances, it is both refreshing and 
instructive to study what is being done 
elsewhere. 


"pon Britain has embarked upon 


three interesting experiments 
which will repay watching, even if they 
prove to be unsatisfactory of adoption 
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by us. The Central Electricity Board, 
the London Passenger ‘Transport 
Board, and the British Broadcasting 
Corporation are on excursion in pub- 
lic policy into three important spheres 
of public utility enterprise. 

These three agencies are not ex- 
amples of government ownership, as 
seems to be the prevalent idea in this 
country, for the government does not 
own the property nor even the corpora- 
tions. The capital is supplied by the 
sale of securities which are sold to pri- 
vate investors (the public), and each 
concern is designed to be an economi- 
cally self-sufficient business. In this, as 
well as in some other respects, they are 
private utilities, but the board of di- 
rectors is in each instance appointed 
by the government and therefore en- 
joys a different relationship to the in- 
vestors from that which characterizes 
a private enterprise. For this reason 
the term public ownership has come to 
be used, although, possibly, public man- 
agement would more nearly convey the 
precise connotation. 


Kien growth of electricity as a pub- 
lic utility in Great Britain has had 
as long a history as it has in the United 


States. The early developments in 
electric lighting in England were 
achieved by private enterprise, but 
technical difficulties, financial prob- 
lems, unsatisfactory legislation, and 
the power of local authorities (home 
tule) impeded progress. Rapid im- 
provement in technique, some im- 
provement in legislation and public at- 
titude, and the advent of power com- 
panies led to widespread growth after 
1882, so that by 1909 the general 
framework of the industry as it exists 
today had been laid down. 
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It is of especial importance, from 
the standpoint of post-war policy in 
Great Britain, to note that the history 
of electricity development in that coun- 
try has been characterized by a very 
large number of enterprises, operating 
under varying conditions of owner- 
ship, in a perplexing conglomeration 
of small and haphazard areas under 
widely varying technical conditions. 
The economies of large-scale produc- 
tion and the advantages of standardi- 
zation and interconnection were, ac- 
cordingly, not only not realized, but 
were utterly impossible. 


HE absence of the development 

of large integrated electric enter- 
prises was the result, first, of the 
powers given to local authorities, their 
participation in the business of supply- 
ing electricity, and their influence on 
legislation; second, of the restraints 
imposed upon private enterprise to pre- 
vent exploitation by private monop- 
olies by promoting competition. This 
meant the absence of growth of large 
integrated power units and resulted in 
an exceedingly chaotic situation. This 
is illustrated by the condition of 
Greater London, which, in 1920, had 
130 public and privately owned gen- 
erating stations, and, unfortunately, 
these were not standardized as to volt- 
age, cyclage, or frequency. When 
the war ended Parliament set out to 
deal with this very unsatisfactory sit- 
uation, and Britain turned from a 
policy concerned chiefly with statutory 
rights and duties of undertakers, as 
these affected individual operation, to 
one designed to codrdinate the indus- 
try, with control aimed to give maxi- 
mum operating efficiency without the 
abuses of monopolistic exploitation. 
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As the result of committee recom- 
mendations, the first step was taken in 
1919 with legislation which set up the 
Electricity Commissicn. This body, 
created “to promote, regulate, and 
supervise the supply of electricity,” 
and to exercise other powers over elec- 
tricity transferred to the Minister of 
Transport from the Board of Trade, 
was to consist of not more than five 
commissioners, appointed by and re- 
sponsible to the Minister of Transport. 
Incidentally, the expenses of the com- 
mission are under the control of the 
Treasury, and the revenue to meet 
these expenses is obtained by a levy, of 
just over one penny (2 cents) per thou- 
sand units sold, on the supply industry. 
I general, the broad functions of the 

commission are administrative and 
judicial; that is, it grants statutory 
powers to supply electricity ; sanctions 
borrowing by local authorities for 
electricity purposes; grants permission 
to establish new generating stations or 
main transmission or to extend the 
latter; approves bulk supply agree- 
ments between undertakings; fixes 
maximum prices which undertakings 
may charge; collects financial and 
technical statistics; and prescribes 
safety regulations. In addition, the 
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commission was to inquire into the 
possibility of reorganizing the indus- 
try on a national scale. The task of 
rationalization proved to be impossible 
of accomplishment under the circum- 
stances, since the commissioners pos- 
sessed no compulsory powers. Accord- 
ingly, a parliamentary committee was 
appointed (the Weir Committee), and 
on the basis of its recommendations 
the Electricity (Supply) Act of 1926 
was passed. This act established the 
Central Electricity Board and the Grid 
system. 

The Central Electricity Board is the 
organization set up for the purpose of 
concentrating the generation of elec- 
tricity in a limited number of selected 
generating stations, interconnecting 
these stations and linking up regional 
systems by a main transmission sys- 
tem. It is a corporation created by Act 
of Parliament with essentially tech- 
nical functions. In short, it is an ex- 
ecutive and operating unit, in contrast 
with the Electricity Commission which 
is the administrative and judicial unit, 
in Britain’s national electricity pro- 


gram. 
, [ ‘HE Central Electricity Board con- 

sists of a chairman and seven 
other members, appointed by the Min- 


“GREAT Britain has embarked upon three interesting ex- 
periments which will repay watching, even if they prove 
to be unsatisfactory of adoption by us. The Central Elec- 


tricity Board, the London Passenger Transport Board, and 
the British Broadcasting Corporation are on excursion in 
public policy into three important spheres of public utility 
enterprise. These three agencies are not examples of gov- 
ernment ownership, as seems to be the prevalent idea in this 
country, for the government does not own the property nor 


even the corporations.” 
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ister of Transport, after consultation 
with such major interested groups as 
he thinks fit. The term of office is not 
less than five years nor more than ten, 
but reappointment is permitted. No 
full-time member of the board may at 
the same time be a member of Parlia- 
ment, nor may any full-time member 
have any financial interest in any con- 
cern supplying or generating electricity 
or manufacturing or selling electrical 
machinery or plant for use in genera- 
tion or transmission. The chairman is 
the only full-time official. 

The functions of the C. E. B. are 
essentially technical in nature. First of 
all, it is required to concentrate the 
generation of electricity in a limited 
number of generating stations (‘‘Se- 
lected Stations”) chosen for their ef- 
ficiency and low operating costs. The 
selection of these stations is to be made 
in conjunction with the plan for divid- 
ing Great Britain into a number of 
areas in accordance with a program 
submitted by the Electricity Commis- 
sioners, the details of which may be 
modified by the board as circumstances 
dictate. The country has been divided 
into ten areas in the selection of which 
careful attention has been given to out- 
standing industrial characteristics. 


HE selected generating stations 

still remain as private property 
but the owners are required to operate 
them in accordance with conditions 
laid down by the board. Disputes are 
to be settled by arbitration. If owners 
refuse to enter into the national power 
scheme, the board may acquire the gen- 
erating stations after a rather compli- 
cated procedure set forth in the legisla- 
tion. All undertakers entering into ar- 
rangements with the board must sell to 


the board all the electricity which they 
generate. The price which the board 
pays for this energy must cover all op- 
erating costs and a stipulated return on 
invested capital. All costs arising from 
extensions made under the direction of 
the board must be guaranteed by it. 
The contracting stations are entitled to 
buy back from the board all the energy 
which they require for their own pur- 
poses up to the amount which they 
have sold to the board. (The generat- 
ing stations are parts of enterprises 
which distribute electricity.) The price 
to be paid to the board for the electric- 
ity received from it is designed to 
make the Grid self-sustaining, but if a 
generating station can satisfy the 
Electricity Commissioners that such a 
price is greater than the cost would 
have been, had the station not entered 
into arrangements with the C. E. B., 
the station can have its price reduced 
to such a cost. 


- Pyrieee stations which do not 
fall into the selected group may 
be closed down if the C. E. B. can sat- 
isfy the Electricity Commissioners 
that it can supply such stations with 
electricity at a price, for a period of 
seven years, which is less than the cost 


of production, excluding capital 
charges, of such stations. This means 
that only exceptionally high-cost sta- 
tions can be closed down since the Grid 
must include capital charges in its cost 
calculations. The financial advantage 
of joining the Grid is such, however, 
that it is expected that most generating 
plants will find it convenient to enter 
into arrangements with it. 

It is evident that the C.E.B. vir- 
tually assures the financial success of 
every enterprise generating electricity, 
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Problems Unsolved by Grid Scheme 


CCT YNTIL some reasonable rationalization scheme in distribution 

is worked out the advantages envisaged in the Grid system 

cannot be fully realized. Nor does the Grid solve the problem of 

holding companies which presents difficulties in Great Britain, too. 

A holding company may own generation plants as well as distribu- 

tion facilities, and the C.E.B. is powerless to see that these do not 
exploit consumers.” 





which contracts with it, providing, of 
course, that the board’s operating 
standards are complied with. At the 
same time the public is assured that 
generation is carried on efficiently and 
economically, with arrangements for 
integration that will reduce the re- 
dundant costs of excess capacity, and 
at reasonable production prices. In 
this respect the board performs many 
of the functions of a public utility com- 
mission in the United States, except 
that we have never undertaken to guar- 
antee the earnings of any private util- 


ity. 


i hes property of the C.E.B. consists 
almost entirely of the main trans- 
mission lines in Great Britain, whence 
the name Grid is derived. At the end 
of 1936 the Grid system comprised 
4,125 miles of transmission lines and 
289 switching and transforming sta- 
tions. The capital required for this, 
and for the standardization of fre- 
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quency throughout the system, is raised 
by the sale of nonvoting stock to the 
public. At the present time the board 
is empowered to raise £60,000,000 by 
the sale of stock, with the consent of 
the Electricity Commissioners. Each 
stock is redeemable by a cumulative 
sinking fund to be built up out of the 
redemption funds which the board 
must provide for amortization pur- 
poses. All the stock issued, and the in- 
terest on it, ranks equally as a first 
charge on the undertaking and on the 
net revenues of the C.E.B. 

Under the 1926 act the annual pro- 
vision for the repayment of money bor- 
rowed may be suspended and interest 
may be capitalized for a period de- 
terminable by the Electricity Commis- 
sioners. The cost of standardization of 
frequency is borne by the board, but 
this is repaid to it by the Electricity 
Commissioners who levy a charge for 
this purpose on the supply industry, on 
the basis of units sold and transmitted 
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to the board. The Treasury (British 
Parliament) may guarantee up to 
£33,500,000, the securities of the 
board, but no request for this has been 
made to date and apparently the pro- 
vision does not apply to stock already 
sold. (There is some difference of 
opinion on this.) The total assets of 
the board, as shown by the balance 
sheet of December, 1936, were £58,- 
658,8884, and £52,793,003 of stock 
were outstanding. 


A’ has already been stated, the C.E.B. 
is under the guidance of a board 
of directors appointed by the Minister 
of Transport for a designated number 
of years. The functions of the board 
are essentially technical in nature. It 
is subject to the jurisdiction of the 
Electricity Commissioners in many of 
its actions. Thus, the commissioners 
must sanction the raising of capital and 
they sanction the margin of income 
over expenditures which the Grid tar- 
iffs may yield. 

In keeping with British procedure, 
the responsibility of the board to Par- 
liament is exercised by a cabinet minis- 
ter; namely, the Minister of Transport. 
The latter, however, does not exercise 
direct and continuous control on mat- 
ters of policy and management, but 
leaves to expert management the duty 
of carrying out the tasks assigned by 
Parliament. Only in matters of broad 
policy is the board responsible to the 
Minister of Transport. This is in line 
with the concept of a semi-independent 
public body charged with the function 
of conducting a public service on sound 
business lines. Much of the contact be- 
tween the board and the minister is 
quite informal, although on some spe- 
cified matters it is strictly formal. 


When doubt exists as to the rela- 
tions between the Electricity Commis- 
sioners and the board, final authority 
rests with the Minister of Transport. 
In theory, the board is free from par- 
liamentary interference on matters of 
business management and so far, 
thanks to the success of British par- 
liamentary practice, this has also ob- 
tained in fact, to date. This does not 
mean that Parliament has been una- 
ware of what has been going on, nor 
uninterested in it, but, rather, it means 
that an agency has been set up to carry 
out an expert job and has been given 
the opportunity to do that job in ac- 
cordance with the law, and the spirit 
in which this aspect of the rationaliza- 
tion of electricity supply was under- 
taken. 


_ the board is only a “bulk 
supplier” of electricity, that is, a 
wholesaler, it does not have to deal with 
consumers. Hence, it does not have to 
deal with the general public. Conse- 
quently, it has the advantage of com- 
parative obscurity. While the board 
is definitely interested in the develop- 
ment of the use of electricity in Eng- 
land in keeping with the “new elec- 
trical age,” yet it cannot be said to have 
assumed active public leadership in this 
direction. Its annual reports, which 
can be purchased through any book- 
seller for a nominal sum, contain con- 
siderable information on the general 
phases of the corporation’s activities, 
together with excellent photographs on 
occasion, and seem, to the writer, to be 
quite inadequate for such an important 
undertaking. They really form a very 
meager record. 

The general consensus of opinion is 
that, considering all of the problems 
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that had to be dealt with and the limited 
sphere of rationalization assigned to it, 
the board has accomplished all that 
could have been expected of it. By co- 
ordination, the total capital saving aris- 
ing from the reduction of reserve gen- 
erating capacity was estimated at £14,- 
000,000 at the end of 1936. Similarly, 
by concentrating operations in the 
hands of efficient stations, operating 
economies of considerable magnitude 
have already been achieved. At the 
same time standardization of fre- 
quency has proceeded apace and the 
major part of that task is now com- 
pleted. 


HE reader should be reminded 
again that the C.E.B. is the in- 
termediary between the generation and 
the distribution of electricity. While 
it is designed to control public supply 
agencies and to provide interconnected 
transmission, it has no control over dis- 
tribution and the rates charged to con- 
sumers. The distribution situation in 
Great Britain is exceedingly chaotic. 
This was the subject of a lengthy re- 
port by the Committee on Electricity 
Distribution in 1936 (the McGowan 
report). 
Until some reasonable rationaliza- 
tion scheme in distribution is worked 


q 


e 


out, the advantages envisaged in the 
Grid system cannot be fully realized, 
Nor, does the Grid solve the problem 
of holding companies which presents 
difficulties in Great Britain, too. A 
holding company may own generation 
plants as well as distribution facilities, 
and the C.E.B. is powerless to see that 
these do not exploit consumers. 
7s brief survey of electricity as 
a public utility in Great Britain 
indicates that the post-war rationaliza- 
tion scheme is not government owner- 
ship as we envisage it in the United 
States. One can scarcely say that it is 
based on any particular concept of the 
role of property rights in industry. 
Rather, is it a decidedly pragmatic ap- 
proach to a particular problem. Hence, 
it is a compromise plan. It represents 
what seems to be a very satisfactory 
step in electrification, and was possible 
because of the comparatively simple 
geographic, economic, and _ political 
structure of Great Britain and the 
smallness of the island. Furthermore, 
it was possible because of the lack of a 
rational power development and super- 
power. It involves no problem of com- 
petition and duplication and is based 
on no “yardstick” mirage. It is 
adapted to the recognition of diversity 


“From the American point of view, it seems that the Grid 
scheme has little to offer in a technical way. Our large 
systems and the development of superpower have solved 


that. Furthermore, the British arrangements offer no clue 
to the solution of the issues of fair return and fair rates. 
The most valuable aspect of the program is the development 
of the idea of the public corporation. Its workings will re- 
pay careful watching in light of the problems of power and 
public responsibility which the large corporation presents in 


this country.” 
JAN. 19, 1939 
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of interests by taking cognizance of 
local problems and issues, and it recog- 
nizes the advantages which still obtain 
from private ownership. Moreover, it 
aims to make electrification an econom- 
ically self-sustaining undertaking with 
its finance separate from that of public 


finance. 
Ec attempting to achieve these ends, 
the C.E.B. is favored by political 
development in Great Britain. Blessed 
with the finest civil service in the world, 
Britain has achieved unrivaled stand- 
ards in public life and public service, 
and although civil service does not ap- 
ply to the board nor its staff, the influ- 
ence is unmistakable. The public cor- 
poration affords opportunity for a pub- 
lic career that will undoubtedly make 
its offices highly prized. Furthermore, 
the watchful eye of a ubiquitous and 
omnipotent Parliament reinforces the 
urge to succeed. 

The economic aspects of many of the 
problems of the C.E.B. are still in the 
developmental stage. Since the board 
guarantees the income of those gen- 
erating electricity, the problem of ad- 
justing its income to periods of pros- 
perity and depression may raise 
serious difficulties. The board is ac- 
cumulating a reserve designed to take 
care of this but the arrangements with 
the supply enterprises raise the ques- 
tion of rigidity. As electricity becomes 
more integrated with industry, wider 


fluctuations in activity than are now 
manifest are bound to occur. While 
in England, the writer was informed 
that the board hopes that many pri- 
vate industries will provide their own 
supply. In this way, some degree of 
flexibility may be maintained. It is in- 
teresting to note that the London Pas- 
senger Transport, a large user of elec- 
tricity, generates practically all of its 
own supply and therefore is not con- 


nected with the Grid. 
Rr the American point of view, it 
seems that the Grid scheme has lit- 
tle to offer in a technical way. Our 
large systems and the development of 
superpower have solved that. Fur- 
thermore, the British arrangements of- 
fer no clue to the solution of the issues 
of fair return and fair rates. The most 
valuable aspect of the program is the 
development of the idea of the public 
corporation. Its workings will repay 
careful watching in light of the prob- 
lems of power and public responsibility 
which the large corporation presents in 
this country. 

The developments in Great Britain 
need to be understood better on this 
side of the water. If we study them 
carefully we shall be less likely to use 
them as arguments to support govern- 
ment ownership as we understand it, 
and we shall also learn the advantages 
of a compromise and pragmatic ap- 
proach to an exceedingly complex issue. 





Two Phones for Every Bath Tub 


WICE as many Pennsylvania farms have telephones as have 
bathrooms and there are four automobiles for every five 
Pennsylvania farms, it was shown by the Crop and Livestock 
Report for 1937 issued recently by the State Department of 
Agriculture. The report was compiled by the Federal-State 
Crop Reporting Service. 
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Hurricane Service 


The Herculean task of restoration accomplished by public 

utility companies in the striking New England area, the result 

of standardized equipment and efficient coérdinated organiza- 

tion of the industry—an outstanding achievement in the public 
interest. 


By MALCOLM BAYLEY 
[ often takes a great catastrophe to 


open the eyes of the people to the 

value of utility service and the 
readiness, determination, and capacity 
of the industry as organized to render 
it even under the most adverse circum- 
stances. Now that appraisal can be 
made, three salient facts stand out from 
the turmoil of experiences in New Eng- 
land’s triple calamity of flood, tidal 
wave, and hurricane last fall which 
offer food for thought for months to 
come. 


Res: and most striking, was the re- 
markable ability shown by the great 
utilities corporations to meet and over- 
come the havoc produced by the most 
severe storm ever suffered in that 
region of the country. The reasons for 
this are obvious — and from these 
emerge the secondary facts. 

A most notable record of restoration 
of service in the face of disheartening 
difficulties was attained by the New 
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England Telephone & Telegraph Com- 
pany and its affiliate, the Southern New 
England Telephone Company. With 
500,000 telephones out, trunk lines 
and local cables severed, and 
35,000 poles down, these companies re- 
stored service to normal within three 
weeks through the six states they 
cover. This was made possible by a 
single ownership of identical facilities 
the country over. Before the storm had 
spent itself, thousands of men and mil- 
lions of dollars worth of equipment 
were on the way to the stricken areas. 


HIs, then, is the second notable 
fact, which offers at least this jus- 
tifiable unanswerable defense of the 
much criticized holding corporations: 
That standardization of methods and 
equipment in the telephone industry, 
owing to parent company control, made 
extraordinary services immediately 
available in a great catastrophe. 
Similarly, the — interconnection 
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which cooperating and associated 
power companies were able to maintain 
supplied current in such emergencies as 
that which threw parts of Manhattan, 
the Bronx, and Westchester into dark- 
ness. When a huge wind-whipped 
wave flooded auxiliary equipment and 
generators of the Consolidated Edi- 
son’s Hell Gate station and the New 
York Central’s Port Morris station, 
current was brought from Niagara 
Hudson Power through the intercon- 
nection with New York Power & 
Light. 


tb third inescapable conclusion is 
that privately owned and operated 
corporations were able to meet the 
emergency much more quickly and 
readily than those publicly owned. 
Moreover, the losses sustained by the 
latter fell directly upon the citizens. 


The Norwich, Conn., municipally 
owned system is a case in point. Here 
the loss to the power system, exclusive 
of revenue loss, amounted to $500,000. 
The system had reserves of $1,275,- 
000, but these being in plant and equip- 
ment and not in actual dollars, the Nor- 
wich commissioners were faced with a 
problem of financing repairs. Negotia- 
tions were at once begun for a Federal 
loan and Norwich was dependent upon 
Connecticut Light & Power for current 
while the plant was out. Other Con- 
necticut communities served by mu- 
nicipal systems were faced with similar 
problems. 

The picture of the grim catastrophe 
of September 21, 1938, has been 
limned realistically by camera and type- 
writer—how from 9 to 17 inches of 
rain carried rivers roaring out of their 
banks, smashing buildings and bridges, 
pipe lines and power lines, and flooded 


lowlands in five states ; how angry seas, 
heaped up by gales, hurled tons of salt 
water against southern shores, inun- 
dating great industrial cities, changing 
the very contour of the coast line, and 
flooding conduits; and how winds, 
ranging in intensity from 95 to 186 
miles per hour, leveled a million trees, 
which were the more easily uprooted 
because of the softened earth, these in 
turn bringing down 50,000 power, 
light, and telephone poles. 


B” the story of the quick comeback 
of essential utility service after 
that catastrophe should be told and re- 
told as a fine example of the prepared- 
ness and capacity of a highly organized 
industry to triumph over the destruc- 
tive forces of nature in a densely pop- 
ulated, highly industrialized region. 

Take the restoration of telephone 
service as one illustration. With one- 
half of New England Telephone & 
Telegraph Company’s 600 central of- 
fices isolated and more than one-fourth 
of its 1,223,000 telephones out—in one 
New Hampshire city only 57 of 3,550 
local lines were in service—men, mate- 
rials, money, and management were 
called for immediately. Depreciation 
reserves and good credit supplied the 
cash. Good management is axiomatic 
with American Telephone and Tele- 
graph Company subsidiaries. The busi- 
ness of bringing men and materials to 
bear on the major disaster was prompt 
and effective. 


WoO years ago, the Ohio valley was 
struck by an unprecedented flood 
that paralyzed Louisville, and Louis- 
ville has never forgotten the help that 
came from other cities and towns. But 
the New England catastrophe was one 
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which called for ten times the man- 
power and fifty times the amount of 
equipment. And this was where cen- 
tralized management counted. 

Despite storm troubles of their own, 
New York with 72 crews and New Jer- 
sey with 17 were first on the ground 
with line and cable men working in cen- 
tral and western Massachusetts, Rhode 
Island, Vermont, and New Hampshire, 
while workers from Rochester, Al- 
bany, and Washington and the Dia- 
mond State company of Delaware 
came into Connecticut. 

Bell of Pennsylvania, men from 
Philadelphia and Pittsburgh, and 
Chesapeake & Potomac workers from 
Baltimore, Washington, Norfolk, and 
Richmond—93 crews in all—were as- 
signed to Rhode Island and Massachu- 
setts. Eight “Long Lines” crews of 
the A. T. & T. from Pennsylvania, 
Maryland, and Virginia, aided central 
Massachusetts. From Cleveland and 
Columbus, Ohio Bell sent 32 crews to 
Springfield, Worcester, Lowell, and 
Boston. Rhode Island and southern 
Massachusetts were reénforced by 38 
crews from Indiana Bell. Hard-hit 
Worcester absorbed 26 crews from IIli- 
nois Bell. Michigan sent 32 crews into 
Springfield, Lowell, and Boston. From 
Kansas, Arkansas, Missouri, and 
Oklahoma, Southwestern Bell sent 32 


crews into New Hampshire and Ver- 
mont, and from Iowa, Nebraska, Min- 
nesota, and the Dakotas, 40 North- 
western Bell crews worked in New 
Hampshire alone. Southern Bell sent 
crews of stalwart Georgians. Only four 
Bell companies in the United States 


were not called upon to aid. 
“7; takes a family to pull together 
in time of trouble,” remarked 
New England Telephone & Telegraph 
Company’s president, J. J. Robinson. 
Fifteen hundred former employees and 
unemployed men had been recruited for 
service in addition to regular crews, 
but these were not enough. Fifteen 
hundred others, from points as far 
away as Texas and the Dakotas, 
trained to the same work, using the 
same methods, and the same tools, an- 
swered New England’s call by train 
and truck, where rails and roads were 
available, and others by special planes. 
They brought 400 of their own trucks 
with them, and they labored night and 
day on a gigantic task. 

But men cannot work without ma- 
terials. In the Bell System, telephone 
supplies are Western Electric’s respon- 
sibility. Western’s Boston warehouse, 
without elevator service, without 
power to run machines, without elec- 
tric light, was cleaned out over night 
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“THE picture of the grim catastrophe of September 21, 
1938, has been limned realistically by camera and typewriter 
—how from 9 to 17 inches of rain carried rivers roaring 
out of their banks, smashing buildings and bridges, pipe 
lines and power lines, and flooded lowlands in five states; 
how angry seas, heaped up by gales, hurled tons of salt water 
against southern shores, inundating great industrial cities, 
changing the very contour of the coast line, and flooding 
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of supplies and equipment by stark 
man-muscle. 

Western’s far-flung organization 
went into high gear on a 3-shift, 24- 
hour basis. Plants at Hawthorne, II1., 
Kearney, N. J., Point Breeze, Md., and 
distributing warehouses throughout 
the East managed to get supplies into 
New England. 

New England Telephone & Tele- 
graph Company received and used 30,- 
000 poles, 10,000 crossarms, 72,000,- 
000 feet of wire, 400 miles of cable, 50 
car loads of telephone sundries, includ- 
ing 275 kinds of telephone hardware. 

Southern New England Bell had to 
run 600 miles of copper wire, 300 miles 
of steel wire, and 83 miles of cable, and 
set 5,000 new poles. 


HAT the combined efforts of New 
England and outside workers 


meant to subscribers in this area can 
never be determined. Within a few 
days, service had been restored to all 
hospitals, police and fire departments, 
and relief agencies; within nine days 
every isolated exchange was back in 
contact with the world; and at the end 
of ten days individual residence and 
business telephones were being restored 
at the rate of 25,000 a day. In three 
weeks’ time, trunk and local cable had 
been spliced, line and drop wire had 
been run, and more than 400,000 tele- 
phones had been restored. 

Nor was the battle fought out only 
along the lines. Struggling through 
the storm to their switchboards, opera- 
tors confronted a situation calling for 
all their patience and devotion. Facili- 
ties were operating from zero to 80 per 
cent. Facing them were calls at least 
70 per cent above normal. Toll boards 
were besieged by friends and kinsfolk 


striving to reach New Englanders. In 
Boston, for instance, the day after the 
storm 42,600 toll calls were recorded, 
130 per cent above normal. Forty-two 
experienced toll operators were flown 
to Boston from Philadelphia, Detroit, 
and Cleveland for the emergency. 


ce For years to come,” writes Fran- 
cis A. Barrett, public relations 
director, “telephone men will be re- 
counting the ingenuity with which baf- 
fling difficulties were overcome.” 

At Chicopee Falls, Mass., where the 
most important cable serving Vermont 
was disrupted by the destruction of a 
bridge, a coast guard crew shot a line 
across the turbulent stream with a Lyle 
gun brought from Long Island by air- 
plane. 

Two marine telephone installations 
on private yachts were pressed into 
service for transmitting calls from 
Block Island and Falmouth to the 
Green Harbor radio telephone station. 

Short-wave sets brought from Flor- 
ida by plane bridged breaks in trunk 
cables. One of these, between Keene, 
N. H., and Boston, carried 200 mes- 
sages, including one call to San Ber- 
nardino, Cal. 

With only 2 of more than 100 
Boston-New York circuits working, 
calls between the two cities via Mon- 
treal were common. 


HE hurricane cost the New Eng- 

land Telephone & Telegraph sys- 
tem about $6,000,000; but in spite of 
this the company voluntarily urged 
subscribers to see that their bills were 
reduced in proportion to the number of 
days they were without service. Not to 
be outdone in generosity, hundreds of 
subscribers wrote or phoned their local 
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Cost of Storm to New England Power Company 


ss storm [last fall] cost New England Power about $3,- 
500,000. Including men recruited from as far south as 
Florida and as far west as Michigan, the associated companies had 
4,637 men at work on lines and rehabilitation, along with 1,224 
trucks and other cars. The companies strung 1,228 miles of new 
wire, erected 9,452 poles and 19,972 crossarms, used 254,793 
mechanical splicers and connectors, 918 transformers, 5,860 meters, 
and 56,622 insulators.” 





offices to express their appreciation of 
speedy restoration of service. In Bos- 
ton, 1,200 letters are on file expressing 
praise of Bell efforts. One man even 
sent a check for double the amount of 
his bill as an expression of appreciation 
—but this could not be accepted under 
public service regulations. 


. the restoration of electric 
service as another illustration of 
what a well organized industry can do 
under most paralyzing conditions. In 
the thickly populated Boston section, 
where 40 cities and towns and their 
numerous industries are served by the 
Boston Edison Company, the problem 
was complicated by safety considera- 
tions. The success of Boston Edison’s 
efforts may be epitomized in a sen- 
tence : On the night of the storm, 292,- 
000, or 66 per cent of the customers, 
were without electric service; two 
weeks later, almost to the hour of the 
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storm, the system was back to normal. 

Public utility companies and con- 
tractors in a dozen cities were called on 
for aid or volunteered help. These in- 
cluded Consolidated Gas, Electric 
Light & Power of Baltimore, Scran- 
ton Electric, Rochester Gas & Electric, 
Public Service of New Jersey, West 
Penn Power, Consolidated Edison of 
New York, Henkels & McCoy of 
Pennsylvania, Sordoni Construction 
Company of Rochester, Utility Line 
Construction of Pennsylvania, Vare 
Bros. Construction of Philadelphia, 
Lynn (Mass.) Gas & Electric, and 
Boston Consolidated Gas. 


: :. jpsroeemas Boston Edison main- 
tains line crews totaling 253 men. 
A week after the hurricane its field 
forces numbered 1,185, with 698 from 
the outside. 

Stated statistically, Boston Edison 
used 713 miles of copper wire, which 
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would have filled 22 freight cars ; 1,350 
poles, which laid end to end would have 
reached 94 miles; 3,597 crossarms, 
198,000 mechanical splicers and con- 
nectors, 194 pole transformers, 38,000 
pole and house insulators, 120,000 
yards, or 3$ tons, of friction tape ; 31,- 
250 pieces of pole line hardware, 11 
tons of manila rope, 360 axes, 350 
hand saws, 1,044 hack-saw blades, 520 
knives, 166 ladders, 340 shovels, 590 
pairs of pliers, and 3,918 pairs of 
gloves. 

So many trees were down in Boston 
and vicinity, that before trucks and 
equipment could reach the scenes of 
damage, stores had to be “raided” for 
saws and axes. The city of Boston com- 
mandeered many stocks of such sup- 
plies and put men to work immediately 
keeping roads open. Salesmen and offi- 
cials were brought to stores and ware- 
houses at night, while watchmen 
opened doors, at the call of the utilities. 

The New York truck drivers’ strike 
was on at the time, but special permis- 
sion was granted by union leaders to 
trucks bearing the sign “New England 
Emergency” to pass through strike 
territory. The story of the “service of 
supply” is unique in that new sources 
had to be discovered and material ob- 
tained by unusual methods. 

Shortly after the storm broke, tele- 
grams were sent by President Frank 
Comerford to the superintendents of 
schools in every community served by 
the company requesting that teachers 
warn children to keep away from fallen 
or broken wires. 


| pemetoi September 22nd and 
continuing until October 17th, 
when every type of service had been 
100 per cent restored, Boston Edison 


issued to the public, through the news- 
papers, a series of advertisements and 
statements, keeping customers fully in- 
formed on the situation, without at- 
tempting to minimize the damage, and 
this frankness won appreciation from 
the public, as evidenced by hundreds of 
letters. 

An emergency information serv- 
ice was immediately organized which 
enabled intelligent information to be 
supplied thousands of telephoning 
inquirers. The publicity department 
turned out more copy for newspapers 
and for the information of employees 
than ever before in its history, J. V. 
McDonald, public relations director, 
reported. 


HE extensive system of the New 

England Power Association suf- 
fered every extreme of damage which 
the combined catastrophe could cause. 
Floods put out several hydroelectric 
plants, broke gas mains, floated away 
huge gas holders, and undermined 
plants ; the tidal wave inundated steam- 
electric plants, and flooded under- 
ground systems in such cities as Provi- 
dence and Westerly, R. I., while the 
hurricane brought down transmission 
lines from Long Island Sound to 
points high in the Green and White 
mountains. 

Yet, notwithstanding the fact that 
88.4 per cent of New England Power’s 
607,054 electric customers were with- 
out service on the night of the storm, 
by October 14th service was 100 per 
cent normal. 

The storm cost New England Power 
about $3,500,000. Including men re- 
cruited from as far south as Florida 
and as far west as Michigan, the asso- 
ciated companies had 4,637 men at 
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work on lines and rehabilitation, along 
with 1,224 trucks and other cars. The 
companies strung 1,228 miles of new 
wire, erected 9,452 poles and 19,972 
crossarms, used 254,793 mechanical 
splicers and connectors, 918 trans- 
formers, 5,860 meters, and 56,622 in- 
sulators. 


HE figures tell the story for ex- 

perienced utilities men, but it is the 
human element that supplies the mate- 
rial for scores of stories of the hero- 
ism, patience, courage, endurance, and 
willingness of the “‘soldiers of service” 
on the lines, at switchboards, in power 
plants, and in the service of supply 
which marked the restoration of a terri- 
bly crippled public utilities service in 
five great industrial states, taking no 
account of considerable damage to 
property in Long Island and lower 
New York. 

Sacrifice was not uncommon. Men 
stayed at their posts for long hours, 
uncomplainingly, although every en- 
deavor was made to maintain sufficient 
man-power to enable crews to work 
normal hours. Officials stayed at office 
headquarters night and day. One crew 
of linemen, coming by plane from the 
South, were told that the plane cargo 
was 800 pounds overweight before the 
start. Rather than leave four men be- 
hind, when men were badly needed, the 
workers changed into their work 
clothes and left their other baggage be- 
hind to reduce the load. 


N EW England Power has on file let- 

ters of appreciation for restored 
service and cooperation from radio sta- 
tions, manufacturers, hospitals, news- 
papers, public officials, colleges, doc. 
tors, police chiefs, dairymen, ministers, 
contractors, mayors, and householders, 
Editorial comment throughout New 
England has sounded praises for the 
utilities’ achievement. 

At the beginning of this article, the 
advantage of interconnecting power 
hook-ups was mentioned. John I, 
Ahern, public relations director of New 
England Power, points out that the 
flood of 1936 drowned out practically 
all steam plants on inland rivers, along 
with some hydroelectric plants, but that 
the tidewater steam plants and major 
hydro developments, along with the 
transmission network, remained in- 
tact. Power facilities were thus avail- 
able to carry the load. This year’s com- 
bined flood, tidal wave, and hurricane, 
however, crippled much of the trans- 
mission system, along with tidewater 
steam plants, while local inland steam 
plants remained intact and carried the 
load the remaining interconnections 
could reach. 


yak Poot concludes Mr. Ahern, 
“ff the flood of 1936 drove 
home the lesson of interconnection, so 
the hurricane of 1938 drove home the 
value of supporting interconnection 
with strategically located regional 
plants.” 





q “IF you are going to have 24 or 25 high-power [radio] stations, people 


will say ‘let the government run it.’ 


We might get a President sometime 


who will want to perpetuate himself in office. We should look at this 
whole question from the standpoint of the welfare of the country.” 
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—Burton K. WHEELER 
U. S. Senator from Montana. 
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Wire and Wireless 
Communication 


Wu electric utilities were puzzling 
over the Supreme Court decision in 
the TVA Case, telephone companies were 
awaiting with interest two other cases 
which the Supreme Court has agreed to 
review before the end of the current 
term. 

Of immediate interest was the appeal 
by the Rochester Telephone Corpora- 
tion, of Rochester, New York, from a 
lower court decision upholding jurisdic- 
tion of the FCC over that company. Be- 
cause of the fact that Bell interests do 
not directly control a majority of the out- 
standing capital stock of the Rochester 
Telephone Corporation, the latter organ- 
ization takes the position that it is not 
subject to managerial control of the Bell 
System and hence is engaged predom- 
inantly in intrastate commerce within the 
meaning of a “connecting carrier,” as de- 
fined by the Communications Act. Un- 
der such circumstances, of course, the 
FCC would have only very limited juris- 
diction. 

The basis for the FCC claim of juris- 
diction was the controlallegedly exercised 
by Bell over the Rochester Telephone 
Corporation by reason of veto power ex- 
ercised through its ownership of pre- 
ferred securities and other holdings. The 
opinion of the lower Federal court, how- 
ever, upheld the jurisdictional position 
of the FCC in such sweeping terms, that 
the independent telephone industry is 
more anxious to see whether the highest 
court will uphold the lower court’s opin- 
lon, per se, than it is about the outcome 


of the particular case at bar. Federal 
Circuit Judge Manton, giving the opin- 
ion of the lower court (a statutory 3- 
judge court) in Rochester Telephone 
Corporation v. United States, 24 P. U. 
R. (N.S.) 113, 23 F. Supp. 634, held 
that the word “control,” as used in the 
Communications Act, “may embrace 
every form of control, actual or legal, di- 
rect or indirect, negative or affirmative.” 

The Rochester Case has not as yet 
been definitely assigned and will not be 
heard in the ordinary course of calendar 
call for some time. 


HE second case of interest to com- 

munications companies is definitely 
scheduled to be heard by the Supreme 
Court on February 6th. This is an ap- 
peal by the public utility commission of 
Pennsylvania which does not involve a 
telephone utility but may result in a Su- 
preme Court decision on the validity of 
temporary rate making by statutory pro- 
visions which are applicable to all types 
of utilities. The case involves an elec- 
tric rate reduction ordered by the Penn- 
sylvania commission in November, 
1937, against the Edison Light & Power 
Company with respect to its operations 
in the city of York, Pa. 

The power company obtained a perma- 
nent injunction against this temporary 
rate order, and the 3-judge district court 
held that the original cost less deprecia- 
tion theory required by the temporary 
rate-making provisions of the Pennsyl- 
vania statute resulted in unconstitutional 
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invasion of the utility company’s rights. 

There is a feeling among lawyers that 
this case may possibly result in a Su- 
preme Court reéxamination of the whole 
rate valuation controversy, or that it will, 
at any rate, throw more constitutional 
light on the question of whether—in tem- 
porary rate fixing—regulatory authori- 
ties may dispense with more legal for- 
malities than in the fixing of final rates. 

*k * * x 

N the quinquennial census of the elec- 

tric industries conducted by the U. S. 
Census Bureau in 1937 were statistics 
relating to the telephone and telegraph 
industries. Preliminary results of this 
census were released late in December. 
The first release concerned merely the 
number of miles of pole lines in opera- 
tion on railroad rights of way during the 
year surveyed. 

According to the Census Bureau fig- 
ures there were 208,669 miles of tele- 
graph pole line and 36,668 miles of tele- 
phone pole line operating along such 
rights of way. In terms of miles of in- 
dividual wire, the Census Bureau sta- 
tistics on the same subject were: 1,595,- 
082 miles of telegraph wire and'866,840 
miles of telephone wire. Information 
was received from 164 Class I railroads 
reporting. Compared with 1932 census 
figures, these 1937 statistics showed a 
slight decrease in telegraph pole line 
(1.7 per cent), but a slight increase in 
single wire operation (1.1 per cent). 

* ok Ok Ok 


HE 76th Congress convened in 

Washington on January 3rd for the 
inauguration of its 1939 session. While 
the TVA and the SEC, FPC, and other 
government agencies had full annual re- 
ports all ready for congressional inspec- 
tion, there was only a statistical report on 
hand from the FCC. 

This was taken to mean that the FCC 
would have no major recommendations 
for new legislation other than what 
may result from the FCC’s forthcoming 
report on its telephone and radio mo- 
nupoly investigations, respectively. It is 
also expected that Chairman McNinch 
will submit within a few weeks an in- 
terim report describing the present cir- 


JAN. 19, 1939 


90 


cumstances of the FCC, including a re. 
port on progress with respect to various 
controversial issues concerning the work 
of the FCC. 

Legislative recommendations will be 
advanced, of course, in connection with 
the commission’s report on the special 
telephone investigation, which, at this 
writing, is not looked for before March 
Ist at the very earliest. The commission’s 
radio monopoly investigation will take 
even longer to complete, with the pos- 
sibility that no report will be made on it 
during the current session of Congress, 

As for the question of whether or not 
the commission should continue to allow 
in operation so-called superpower radio 
broadcasting stations, a final decision of 
the commission may be made in advance 
of the commission’s report on its radio 
monopoly investigation. A committee of 
the FCC, composed of its members, has 
already recommended that the only sv- 
perpower station now in operation in the 
United States (WLW, Cincinnati) 
should be denied a renewal of its experi- 
mental authorization to broadcast at a 
power of 500,000 watts. Final action on 
this recommendation has not been taken 
by the commission. 

: 2 & + 


Wm talk of Congress itself in- 
vestigating the FCC and possible 
reorganization of the FCC has not been 
so frequent of late as it was before the 
Christmas holidays, it still séems to be 
the consensus that if the FCC does hap- 
pen to escape an investigation and reor- 
ganization, it will be largely the inci- 
dental result of a stalemate between the 
administration and anti-FCC forces in 
Congress. The continued delay of the 
House appropriations subcommittee, act- 
ing upon regular appropriations for tlie 
FCC for the fiscal year which starts next 
July, has been viewed as an omen that 
the administration will at least try to 
reorganize the basic set-up of the FCC. 
either through the forthcoming general 
administrative reorganization bill, ot 
through separate legislation recom- 
mended by the President. 

Rumors of change in the FCC mem- 
bership continue to float around Wash- 
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ington. A remark by the President in a 
press conference on December 27th, 
which touched on the state of ill health 
of Commissioner Payne (who had 
visited the White House just a few days 
before that), caused some speculation as 
to whether the New York member of the 
FCC might be considering retirement 
from office. The President had merely 
said that Commissioner Payne had taken 
his leave from Washington for two or 
three weeks for the sake of his health. 

Confirmation of Commissioner Case to 
succeed himself is generally assumed. 

Whether Commissioner Walker, 
whose term expires in July, will seek 
reappointment is believed to depend in 
large measure upon the outcome of the 
final report of the FCC special telephone 
investigation. It is felt that if Walker 
fails to obtain a majority backing for 
the major recommendations in his so- 
called proposed report, he may not seek 
reappointment. 

x * * x 


RINTING of the Wisconsin Telephone 

Company rate case record at a cost 
of $14,574 has been completed in con- 
nection with the appeal to the state su- 
preme court, according to a recent an- 
nouncement of the Wisconsin Public 
Service Commission. The case record, 
which forms 14 large volumes, repre- 
sents an abstract of evidence taken be- 
fore the commission in a nearly 6-year 
investigation and in Dane county circuit 
court about a year ago. 

The case records must be printed for 
supreme court consideration. The tele- 
phone company will pay part of the cost. 

Last February Circuit Judge A. C. 
Hoppmann vacated the commission’s 
final rate order, first issued in March, 
1936, and affirmed late in 1937, reducing 
the company’s exchange rates 8 per cent 
or about $850,000 a year, and also the 
third temporary order reducing ex- 
change rates 10 per cent or more than a 
million dollars for the period from Au- 
gust, 1934, to August, 1935. 

Judge Hoppmann sustained the com- 
mission’s order reducing depreciation ex- 
penses allowed to be charged about $700,- 
000 a year. The company is appealing 


from the decision in the depreciation 
matter, and the commission from the de- 
cisions in the two customer rate matters. 
* * * * 
T isn’t often that a city receives volun- 
tary offers of financial assistance in 
rate cases. Such a thing actually hap- 
pened in Seattle, however. City Council 
President David Levine on December 
27th offered a resolution to the council 
accepting the proposal of the Seattle 
Telephone Users’ League to assist the 
city in fighting rate changes proposed by 
the Pacific Telephone & Telegraph 
Company. 

The resolution was another step in the 
city’s fight against telephone company 
proposals. The telephone company had 
asked the state department of public 
service to allow it to pass on to consum- 
ers the 4 per cent occupation tax charged 
by the city, and had also proposed a new 
rate schedule. 

Levine said the Seattle Telephone 
Users’ League has offered to finance the 
fight against the new rates, and that the 
city will not be called upon to spend its 
own money in the fight. 

x * * x 
c- public service commissioners, 
state legislatures, and radio broad- 


casting companies read with interest the 
decision handed down December 30, 
1938, by a 3-judge Federal district 


court at Trenton, N. J., which involved 
the constitutionality of a New Jersey 
law placing the construction of radio 
broadcasting facilities under the regula- 
tory supervision of the public utility 
commission of New Jersey. The Na- 
tional Broadcasting Company on last 
December 9th appeared before the court 
to show cause why it should not be pre- 
vented from proceeding with the con- 
struction of an antenna at one of its out- 
let stations at Bound Brook, N. J. 

The National Broadcasting Company 
had been proceeding with such construc- 
tion under permission from the FCC to 
shift an experimental station (W2XDG) 
from New York city to Bound Brook. In 
court it took the position that with such 
Federal approval it did not need author- 
ity from the state board, notwithstanding 
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the New Jersey statute, in view of the 
claimed exclusive jurisdiction of the 
Federal government over radio matters 
as set forth in the Federal Communica- 
tions Act. 

The court agreed with the NBC con- 
tention and granted a permanent injunc- 
tion against the New Jersey commission. 
An interesting by-product of the deci- 
sion, however, was the fact that the court, 
upon request of the state commission, de- 
clined to rule the entire state radio law in- 
valid, but based its restrictions wholly 
upon the status of the particular NBC 
station in question as an instrument of 
interstate commerce. Thus, although 
previous decisions have indicated that all 
radio broadcasting, however modest in 
scope, is by its very nature necessarily in- 
terstate commerce, there still remains the 
undecided question of whether a state 
may exercise at least supplementary 
regulation over local radio stations, such 
as state police and metropolitan police 
radio facilities. 

oe a es 

PEAKING of the Federal-state taxa- 

tion issue, communications com- 
panies may find of interest the recent 7 
to 1 opinion of the U. S. Supreme Court 
which outlawed the Washington State 
Business and Occupation Tax on Jan- 
uary 3rd (Justice Black dissenting). Al- 
though this decision involved a non- 
utility business—the parties were en- 
gaged in shipping fruit products out of 
the state—it did involve a business 
which, like the telephone and telegraph 
business, moves freely in interstate as 
well as intrastate commerce. 

Justice Stone, writing the majority 
opinion, held that the Washington tax 
which levies a flat one per cent upon 
gross revenues of all business operations 
within that state was, though nominally 
local, “in its practical operation a dis- 
crimination against interstate commerce 
since it imposes, merely because inter- 
state commerce is being done, the risk of 
a multiple burden to which local com- 
merce is not exposed.” 

The theory of the majority opinion 
was that such a tax, if widely adopted by 
other states, would penalize interstate 
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business through multiple taxation, 
whereas that portion of gross business 
which was only local in its scope would 
be subject only to the occupation tax of 
a single state. Telephone and telegraph 
companies by nature of their operation 
in both interstate and intrastate com- 
merce would seem to fall within the rule 
of the Supreme Court against such state 
occupation tax on gross receipts. 
ce ae 

Gi of the objectives said to be upon 

the 1939 calendar of the American 
Federation of Labor is a drive for the 
unionization of the telephone industry 
through its affiliate, the International 
Brotherhood of Electrical Workers. So 
far neither the AFL nor the CIO has 
made much progress in this industry, al- 
though the CIO has made substantial 
gains in the telegraph industry, and its 
affiliate, the American Communications 
Association, was returned victorious in 
the recent nation-wide election among the 
employees of RCA Communications, 
Inc., held under the auspices of the Na- 
tional Labor Relations Board. 

Because of the strong hold which the 
existing “inside” unions (meaning 
either anindependent or a company-spon- 
sored union) have had upon employees 
of the telephone industry, the AFL has 
not pressed its promotional activities in 
the telephone field, apparently waiting 
for developments which would give the 
International Brotherhood of Electrical 
Workers more basis for promotion. 

Now, however, the AFL feels, as a 
result of the current fireworks in the new 
Congress over revision of the Wagner 
Labor Relations Act and over the re- 
appointment of NLRB Member Donald 
W. Smith, it may have more liberty of 
action as against possible rival organiza- 
tion efforts of the CIO. At this writing 
one test case involving a large Bell 
operating subsidiary — the Wisconsin 
Telephone Company—has been stalled 
for months in the NLRB, as presently 
constituted. This case raises a bargain- 
ing agency issue between the IBEW and 
an alleged independent employee union 
which had formerly been sponsored by 
the telephone company. 
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By OWEN ELY 


Building Program Deferred Due 
To Difficulty of Equity Financing 

ESPITE much discussion in recent 

months regarding a program for 
speeding up utility coastruction, appar- 
ently nothing very tangible has thus far 
been accomplished. Another promising 
attempt to liquidate the long-standing is- 
sues between the government and the 
utilities has proved only partially success- 
ful, for other government agencies such 
as TVA and PWA have failed to join 
hands with the SEC in working out com- 
promise measures. Failure of the TVA 
to admit the weakness of its accounting 
methods and to reconstruct the “yard- 
stick” rate on a statistically sound basis, 
or to set up any definite valuation rules 
which would relieve investors of the fear 
of confiscation, has spoiled the good will 
generated by SEC liberality over § 11. 
Utility stocks, which responded buoyant- 
ly to the efforts for a get-together sev- 
eral months ago, bogged down again as 
the news resumed its “normal” bearish 
tinge. 

Thus the much - publicized building 
program still remains in the offing. While 
weekly electric output figures recently 
made an all-time record high, the in- 
creased efficiency of electric generating 
plants apparently still permits the indus- 
try to carry along without danger of a 
service breakdown. A recent survey by 
Earl C. Sandmeyer of the New York 
Herald Tribune indicates that 1939 con- 
struction budgets, as now planned, will 
probably show little change from the 
levels of 1937-38. About $465,000,000 
is scheduled for expenditure by private 
utilities this year, compared with an esti- 
mated $470,000,000 last year and $480,- 
000,000 in 1937. 


Reason for failure of utilities to lay out 
a comprehensive building program, either 
for national defense or to take up the 
slack of past lean years, is said to be due 
primarily to the difficulty of raising funds 
through the sale of common stocks. The 
industry has doubtless learned a salutary 
lesson from its 1929 experiences, as well 
as the tragedy of railroad bankruptcies, 
and appreciates the wisdom of maintain- 
ing a well-balanced financial structure. 
Leading utility operating companies 
would probably encounter no insuperable 
difficulties in raising a considerable 
amount of “new” funds through sale of 
mortgage issues, and moves in this direc- 
tion were generally successful last year. 
But, as indicated in the table (see next 
page) prepared from the Commercial and 
Financial Chronicle, at least one-third of 
utility financing should be in stocks. Dur- 
ing the nine years 1923-31 the proportion 
of stock to total financing ranged from 23 
per cent to 64 per cent—the latter figure 
in 1929, when high money rates discour- 
aged bond flotations and soaring prices 
invited stock financing—and the average 
for the period was 38 per cent. During 
the six years prior to 1929 the average 
was 36 per cent. (For bonds, see page 
96.) 


War the advent of the New Deal 
administration and its anti-utility 
policy in 1932, the percentage of common 
stock financing dropped to 2 per cent. In 
the following year the ratio was 21 per 
cent, but this meant little because the 
amount of bond financing was nominal. 
Since that year the ratio has not risen 
above 4 per cent and for 1938 it will be in 
the neighborhood of 2 or 3 per cent. For 
the entire seven years of the present 
administration, new capital financing 
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through stock issues totaled only $30,- 
000,000, compared with $253,000,000 in 
the single depression year of 1931. 

Bond financing was apparently also 
restrained by the political situation, for 
in the entire seven years new capital fi- 
nancing totaled less than $1,000,000,000 
compared with $1,604,000,000 in the 
single depression year 1930, and $696,- 
000,000 in the unfavorable year 1931. 
The comparison is noteworthy because 
money rates in recent years have been 
the lowest in several decades—possibly 
in our entire history. While there has 
been a considerable amount of utility fi- 
nancing during the past two years, much 
of it has been for refunding purposes, 
and a considerable amount of the latter 
has been effected by direct sale to insti- 
tutions. 

It is obvious that either the utilities 
and their bankers have badly misjudged 
the market, or else it has proved imprac- 
ticable to float substantial security offer- 
ings, particularly stocks, for expansion 
purposes so long as the twin bogeys of 
government competition and confiscation 
remain abroad. 

The one outstanding attempt to sell to 


the general public a substantial block of 
utility common stock in 1938 did not 
prove particularly successful. On No- 
vember 10th the Harrison Williams jn- 
terests indicated their intention to market 
775,000 shares of North American com- 
mon stock, which on the previous day 
had closed around 27. While the offering 
did not represent any dilution of the 
company’s earnings and was merely a 
reshuffling of ownership to permit top 
investment companies to conform to § 1] 
of the Utility Act, the stock dropped 
nearly two points on the day of the an- 
nouncement and closed with a net loss 
of 13. During the interim period required 
by the SEC before the offering could be 
made, the enthusiasm for utility stocks 
generated by the President’s conferences 
and the SEC announcements had begun 
to wane; and by the date of the actual 
offering the market price had dropped to 
214, despite the fact that the offering had 
been cut down more than one-half to 
375,000 shares and that a group of 75 
investment houses were engaged for the 
distribution of the stock. Technically the 
operation proved successful, but only at 
a sharp concession in both size and price 
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of the offering. North American has 
since recovered only about a point. The 
net result was probably not very stimu- 
lating to other large companies which 
have had in mind tentative plans for 
equity financing. 


TILITY companies can not fairly be 
blamed for wishing to obtain bet- 
ter prices for common stock issues that 
now prevail. The majority of high-grade 
common stocks as reflected in Barron’s 
average of 50 issues are selling at about 
twenty - four times current earnings, 
while most utilities are selling at a much 
lower ratio — Consolidated Edison, for 
example, at about thirteen times current 
earnings ; Pacific Gas at twelve times, etc. 
Both stocks, with $2 dividend rates, yield 
currently nearly 7 per cent, while the 
average high - grade industrial equity 
yields about 3-5 per cent. In the writer’s 
opinion it is doubtful whether Consoli- 
dated Edison would find it practicable to 
make a substantial stock offering at less 
than $40 or $45 a share; and to make this 
successful it might be necessary to wait 
until the market price approached 50, per- 
mitting disposal of a substantial amount 
to present holders by issuance of rights. 
To accept a lower price would mean an 
unfair dilution of the present stockhold- 
ers’ equity. The stock is currently around 
31 


Nevertheless, utilities enjoyed marked 
progress in their relations with the Fed- 
eral government in 1938, and pending 
events in 1939 may have a further favor- 
able effect toward restoring utility stocks 
to their rightful investment position, 
which in turn might permit substantial 
upward revision of the industry’s build- 
ing plans. A Supreme Court decision in 
the TVA Case, expected within a few 
days, if favorable, would have a very 
stimulating effect on stock prices. Even 
if this fails, the TVA itself, with a re- 
constructed membership, might adopt a 
more conciliatory attitude toward Com- 
monwealth & Southern on the valuation 
question, and do much to relieve inves- 
tors’ fears of confiscatory policies and 
cutthroat competition based on artificial 
yardstick rates and supported by PWA. 


If the utility industry is expected to 
make a worth-while contribution to na- 
tional prosperity and defense, which is 
apparently strongly desired by the admin- 
istration, the latter must make some con- 
structive effort toward solving the TVA 
imbroglio, as it did toward dissolving the 
industry’s fears of the so-called “death 
sentence.” 


¥ 
Competitive Bidding 


HE Securities and Exchange Com- 

mission’s new rule U-12F-2, effec- 
tive March Ist, is designed to break the 
“hold” certain investment banking houses 
have on the financing of utility compa- 
nies, according to press comment. To ac- 
complish this purpose the new rule sets 
up competitive bidding as the measure by 
which, in the absence of “arm’s-length” 
bargaining, it can be determined whether 
the terms of an underwriting arrange- 
ment are “reasonable.” This is said to be 
the first time that the commission has 
placed reliance in competitive bidding as 
the measure of fair dealing. According 
to The New York Times, 


this does not mean, however, that the com- 
mission is committed to competitive bidding 
as a standard policy in connection with all 
security issues, or that it regards this form 
of bidding as a cure-all. The sole purpose is 
to use this measure to prescribe a standard 
of reasonableness of underwriting fees un- 
der the Holding Company Act, it was ex- 
plained. Need for such a standard is ex- 
pected to be shown by the presentation of 
evidence before the National Temporary 
Economic Committee by the SEC. This, it 
was said, will reveal the amount of “gravy” 
accruing to investment banking houses by 
virtue of a preferential relationship with 
utility companies. 


i Movs new rule requires affirmative 
proof of the reasonableness of any 
fee in connection with new financing 
where there is apparently no “arm’s- 
length” bargaining. Excerpts from the 
rule follow: 
No underwriter’s or finder’s fees shall be 
paid to... any person who the commission 


finds stands in such relation to the declarant 
or applicant, or to the person by whom the 
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fee is to be paid, that there is liable to be or 
to have been an absence of arm’s-length 
bargaining with respect to the transaction. 
The commission shall not make such finding 
unless it has issued an order to show cause 
why such finding should not be made, which 
order to show cause shall be returnable on 
the date and at the place fixed for hearing 
upon the application or declaration to which 
it is ancillary, unless the commission other- 
wise orders. Proceedings on the order to 
show cause and on the application or decla- 
ration shall be consolidated, unless the com- 
mission shall otherwise order. In appropriate 
cases, the commission, upon application, may 
make a finding or render an opinion for pur- 
poses of this paragraph in advance of any is- 
sue, sale, or acquisition of any security. Ex- 
cept for purposes of this rule, a finding by the 
commission under this paragraph shall not 
constitute a finding for purposes of § 2 (a) 
(11) (D) of the act. 


The commission notes certain excep- 
tions to the application of the rule to fees 
of underwriters and finders. 


¥ 


Year-end Lull in New Financing 
— utility financing has been com- 


paratively light, the $10,168,000 
Consumers Power Company first 34s of 
1966 being the only recent public offering 
of importance. The bonds were priced 
at 1044 to yield about 3 per cent and went 
to a modest premium. Another piece of 
Commonwealth & Southern financing 
was the offer of 42,000 shares of Penn- 
sylvania Power Company $5 preferred 
stock at $101 a share plus accrued divi- 
dends. 

Commonwealth Edison’s stockholders 
subscribed to about 97 per cent of the 
$25,566,600 convertible debenture 34s of 
1958. Hence, the 117 underwriters were 
not required to take up any debentures, 
only $24,500,000 having been underwrit- 
ten. The balance of unsubscribed deben- 
tures was to be sold at par to annuity 
funds in the utility system. 

Little new financing seems in prospect 
for January, based on issues now on file 
with the SEC. It is possible that the $50,- 
000,000 Public Service of Colorado fi- 
nancing, postponed over the holidays for 
technical reasons, may be revived. Cen- 
tral Maine Power Company on Decem- 
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ber 20th filed a registration statement for 
$4,500,000 first and general mortgage 
34s of 1968, together with 5,000 shares 
of common stock. 

The North American Company plans 
to issue and sell $70,000,000 new bonds 
(consisting of $20,000,000 34 per cent 
10-year debentures, $25,000,000 33 per 
cent 15-year debentures, and $25,000,000 
4 per cent 20-year debentures) and $34. 
829,000 par value of new 53 per cent 
preferred stock of $50 par value. Ar- 
rangements will probably be made 
whereby holders of North American 
Edison Company preferred stock will be 
offered a prior opportunity to purchase 
the new preferred stock of the North 
American Company. It is proposed to 
dissolve North American Edison Com- 
pany after refunding its securities. 

Columbus and Southern Ohio Electric 
Company, subsidiary of United Light & 
Power Company, expects to sell to insur- 
ance companies $1,900,000 first mortgage 
and collateral trust 34s due 1968. 


¥ 


SEC Expert Rules on Account- 
ing Problems 


ILLIAM Werntz, chief accountant 

for the Securities and Exchange 
Commission, has issued the following 
opinion concerning balance sheet presen- 
tation of preferred or other senior classes 
of stock which are entitled, in involun- 
tary liquidation, to an amount in excess 
of par or the stated value: 


. .. it is my opinion that in the case of 
preferred stock the preferences on involun- 
tary liquidation, if other than the par or 
stated value, and the dividends in arrears, 
if any, should be shown, preferably in the 
balance sheet, both per share and in the ag- 
gregate for each class of such stock. As a 
means of further disclosure, when the excess 
involved is significant, there should be shown 
in the balance sheet or in footnotes thereto 
(1) the difference between the aggregate 
preference on involuntary liquidation and 
the aggregate par or stated value; (2) a 
statement that this difference, plus any ar- 
rears in dividends, exceeds the sum of the 
par or stated value of the junior capital and 
the surplus, if such is the case, and (3) a 
statement as to the existence of any restric- 
tions upon surplus growing out of the fact 
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that upon involuntary liquidation the prefer- 
ence of the preferred stock exceeds its par 
or stated value. 


The commission also issued the fol- 
lowing statement of administrative policy 
in connection with the problem discussed 
in the opinion : 


In addition to requiring disclosure of the 
pertinent facts outlined in the above opinion, 
itis the administrative policy of the commis- 
sion, when the excess involved is significant, 
to require as a means of further disclosure 
that there be filed as an exhibit an opinion 
of counsel as to whether there are any re- 
strictions upon surplus by reason of the 
difference between the preference of the pre- 
ferred stock on involuntary liquidation and 
its par or stated value and also as to any 
remedies available to security holders before 
or after the payment of any dividend that 
would reduce surplus to an amount less than 
the amount by which the aggregate prefer- 
ence of such stock on involuntary liquidation 
exceeds its aggregate par or stated value. 
Such opinion of counsel should set forth any 
applicable constitutional and statutory pro- 
visions and should refer to any decisions 
which, in the opinion of counsel, are con- 
trolling. 


Another opinion by Mr. Werntz dealt 
with the proper treatment of unamortized 
bond discount and expense applicable to 
bonds which, before maturity, have been 
retired out of the proceeds of a sale of 
capital. This opinion said : 


While it may be permissible to retain on 
the books and amortize any balance of dis- 
count and expense applicable to bonds re- 
funded by other evidences of indebtedness, 
similar treatment is not ordinarily accept- 
able, in my opinion, when funds used to re- 
tire the existing bonds are derived from the 
sale of capital stock. 

In such cases, it is my opinion that, as a 
general rule, sound and generally accepted 
accounting principles and practice require 
that the unamortized balance of the debt dis- 
count and expense applicable to the retired 
bonds should be written off by a charge to 
earnings or earned surplus, as appropriate, 
in the accounting period within which the 
bonds were retired. 


¥ 
Corporate News 


tice Corporation’s proposed $8,- 
000,000 investment program, broad- 


ening the company’s investment policy to 
include industrial stocks and underwrit- 


ings, is being opposed before the SEC by 
certain Pennsylvania institutional hold- 
ers of the preference and common stocks 
—Fidelity-Philadelphia Trust Company, 
Girard Trust Company, Provident Trust 
Company, Pennsylvania Company for 
Insurance on Lives and Granting An- 
nuities, Insurance Company of North 
America, Alliance Insurance Corpora- 
tion, Philadelphia Fire and Marine In- 
surance Company, and Indemnity In- 
surance Company of North America. 


The Department of Justice has asked 
the Federal court in Wilmington, Dela- 
ware, to divest Columbia Gas & Electric 
Corporation of its interest in the Pan- 
handle Eastern Pipe Line Company. The 
government’s complaint in the antitrust 
action asserted that a consent decree is- 
sued January 29, 1936, which provided 
for appointment of an impartial voting 
trustee, had failed to restore Panhandle 
“to a position of free and independent 
action” in producing, distributing, and 
selling natural gas in Kansas, Missouri, 
Illinois, Indiana, and Michigan. Officials 
of the Columbia system issued a state- 
ment indicating that plans had been un- 
der development for some time “along 
the alternative lines contemplated by this 
petition .. . We believe this petition pre- 
sents an opportunity to work out, with 
the approval of the court, a constructive 
plan with fairness to all concerned.” It 
was reported sometime ago that two 
banking syndicates were interested in 
taking the Panhandle stock off Colum- 
bia’s hands by a public offering. The gov- 
ernment petition, paving the way for a 
court order, may quiet any potential op- 
position from stockholders of Columbia 
Oil & Gasoline for the sale of this impor- 
tant asset. However, it is possible that 
Columbia Gas & Electric may prefer to 
divest itself of affiliation with Columbia 
Oil & Gasoline, rather than force the 
latter to sell the Panhandle Eastern 
shares. 


Southern Natural Gas Company of 
Birmingham, Alabama, has filed a plan 
of recapitalization with the Securities 
and Exchange Commission. 
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What Others Think 


Britain Keeps Peace 


With 


HERE has been no utility war in 

Great Britain and there is not likely 
to be one, according to a London dis- 
patch by a British utility executive, T. H. 
Minshall, recently published in The New 
York Times. Even under a socialistic 
government, the people of Great Britain 
have never witnessed any general attack 
on electric utilities by the government. 
Instead, the government has, according 
to Mr. Minshall, held the scales fairly 
between public and private ownership 
and much recent legislation on the sub- 
ject has been the direct outcome of co- 
operation between the leaders of utility 
enterprises, both public and private, and 
the government. Mr. Minshall stated: 


There has, however, been plenty of fight- 
ing between the supporters of private and 
public ownership, and a bill the government 
is about to introduce may start the storm 
again. This bill is expected to propose con- 
solidations among the 600 power-distributing 
units in the country in the interest of eff- 
ciency. The plan calls for absorption of 
smaller units by larger ones, regardless of 
whether either is publicly or privately owned. 
Proponents of both sides object to absorp- 
tion. As 60 per cent of the distribution in 
Britain is in municipal hands, and as the 
municipalities are powerful in Parliament, it 
is going to be difficult to get much done. The 
government is more concerned with efficiency 
than with forms of ownership, but it has to 
go slow and probably will get less than it 
wants, 


Efficiency naturally affects rates, but 
there have been no serious fights about 
rates in Great Britain. Dissatisfied con- 
sumers may appeal to the Electricity 
Commissioners, the main regulatory 
board, but such appeals are very rare 
even though they cost a trifling amount. 
Even then, most appeals are settled in- 
formally with the result that Mr. Min- 
shall finds that the cost of litigation over 
English electric rates is not one-thou- 
sandth a part of that in the United States. 


Utilities 

He goes on to point out that instead 
of rates being fixed so as to allow a utility 
a so-called reasonable return on its in- 
vestment, the British practice is to fix a 
maximum rate in each franchise. But 
competition by gas and other forms of 
power constitutes the real regulation, 
along with the desire to get more busi- 
ness. 

Competition among the electric utili- 
ties themselves, however, is not in vogue 
in England. Mr. Minshall states on this 
subject : 

The existence of several hundred munici- 
pal undertakings might be thought of as a 
grand chance for yardstick measurements. 
In practice they are not so used. The differ- 
ent conditions under which each unit works 
make that possible. There are as many 
differences among the 14 municipal plants in 
London as between those municipal plants 
and the privately owned London com- 
panies. 

There is virtually no competition among 
the companies. Competition between pri- 
vate companies, and in one case between 
private and municipal companies, was tried 
in London thirty years ago. It has been 
largely discontinued; the only competitive 
area remaining is one small part of London. 
Everywhere else there is monopoly for 
whatever company serves a given field. 


NE apparent weakness of the British 
power industry seems to be lack of 
integration, and the continuation of 
small operating units, which seem to 
have resulted from a large number of 
small municipal undertakings. British 
electric rates on the whole, in allowing 
for a different scale of living and wages, 
are not very different from those in the 
United States. Rates in municipal un- 
dertakings tend to be a little lower than 
in the private plants, which is probably 
due to the fact that outside of London it 
is the municipal undertakings that sup- 
ply nearly all the big cities which are, of 
course, the most profitable areas. 
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It is interesting to note Mr. Minshall’s 
observation, however, that “municipal 
and private undertakings are run in 
much the same way, with little politics 
in their management.” He also tells us 
that the municipal companies receive no 
cheap money, loans, or gifts from the 
government, but must raise all their own 
money on the security of local taxes, and 
must pay the same taxes as private com- 
panies would pay under similar circum- 
stances. 

As a result of the numerous small in- 
dependent operating units already men- 
tioned, Mr. Minshall tells us that the 
British industry does not compare so 
favorably with the American electric in- 
dustry with respect to uniformity of 
rates and quality of service. He says that 
in Britain “the multitude and variety of 
methods of charging are surprising.” For 
the same reason British systems have a 
greater variety of voltages with a result- 
ing deterring effect upon the sales pro- 
motion and wide distribution of appli- 
ances, which would increase consump- 
tion. 


eer holding companies have not de- 
veloped to any proportion in Brit- 
ain, although Mr. Minshall says they 
have done much useful work in financing 
smaller concerns and assisting the much 
needed “integration” process. They will 


be regulated to some extent by the bill 
already mentioned, although not nearly 
in such vigorous fashion as under the 
American Holding Company Act of 
1935. 

Concerning the celebrated British 
grid, Mr. Minshall made the following 
statement : 


There is no government ownership of elec. 
tric power supply in Britain through either 
the “grid” or the Central Electricity Board, 
There seems to be considerable difference 
between conditions in Britain and conditions 
in the United States which have led to pro- 
posals for the organization of power pools, 
There is perhaps still greater difference in 
the forms of authority proposed to control 
such pools. The problem of grids and pools 
in the United States, of course, is itself dif- 
ferent. Large, integrated systems have al- 
ready grown up in America, mainly within 
the boundaries of single states. There al- 
ready exist in the United States four or five 
— practically as large as the whole British 

rid. 


He concludes with the observation 
that British electric utilities have learned 
much from America on the technical side 
and that America has something to learn 
from European experience in adminis- 
tration, especially with reference to the 
power pools. 

—F. X. W. 


Britain Keeps PEACE witH Pustic UTiuitts. 
By T. H. Minshall. The New York Times. 
September 11, 1938. 





Shall We Have Public 


ROBABLY the most ticklish of all the 

delicate problems which surround 
radio broadcasting and its regulation is 
the matter of censorship. When the 
spokesman of a minority group makes a 
controversial broadcast, offensive to the 
majority, the station operators have no 
other reason than the old-fashioned 
profit-motive fear for the value of their 
investment and the possible, if indirect, 
disciplinary reaction of a Federal com- 
mission which is, by nature, sensitive to 
political majorities. 

Yet, if these same station operators 
bar the offending speaker, the minority 
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or Private Censorship? 


groups immediately set up a clamor that 
the air is not free, and that the industry 
is attempting private censorship. 
Recently, Neville Miller, president of 
the National Association of Broad- 
casters, suggested a solution of his in- 
dustry’s problem by the creation of a 
system of intra-industrial censorship 
based upon broad public appeal some- 
what similar to that which has been vol- 
untarily set up by the motion picture 
industry. Mr. Miller took the position 
that, in a sense, if the radio broadcasters 
are going to be held responsible for any 
offense to public taste, they should have 
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WHAT OTHERS THINK 








“iy IG pm 


The Seattle Daily Times 
A TOUGH SPOT TO PUT ON CLIMBING BOOTS 


some system of protecting themselves 
from liability in this respect. 


‘ee however, brought out another 
viewpoint expressed by Senator 
Wheeler, chairman of the Senate Inter- 
state Commerce Committee, who is gen- 
erally expected to aid in efforts already 
under way to secure a congressional in- 











vestigation of radio, as well as the FCC. 
In a word, Senator Wheeler’s criticism 
of Mr. Miller’s proposal could be 
summed up as follows: If any form of 
censorship of the air is downright nec- 
essary (which the Senator really 
doubts), it should not, at any rate, be 
controlled by the privately owned and 
operated broadcasting industry. 
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In other words, Mr. Miller, doubtless 
startled by the cries of protest after sev- 
eral recent events, indicated that the 
radio industry did not intend to permit 
regard for free speech to cover attacks 
on religious and racial groups. He in- 
sisted that responsibility for decision as 
to what is in the public interest must re- 
main with the broadcaster. Senator 
Wheeler, therefore, wanted to know why 
Mr. Miller thought himself qualified to 
decide for the American people what was 
good for them, and so on and so on. 

The (Baltimore, Md.) Sun, comment- 
ing editorially on the differences be- 
tween Senator Wheeler and Mr. Miller, 
stated: 

There are several factors which ought to 
be considered in respect to “freedom of the 
air.” The first is that, as an inevitable mo- 
nopoly, the radio has a responsibility to per- 
mit expression of all sorts of views and opin- 
ions, a greater responsibility, perhaps, than 
that of newspapers or other publications 
which do not enjoy a comparable immunity 
from competition. Another factor is the lim- 
itation of the number of hours in a day. No 
radio station can provide unlimited time for 
everybody with something to say. There has 
to be an editor, which is to say, a selector. A 
third factor is the essential one that this im- 
portant avenue of communication should be 
kept free from control by the government, 
the result of which is, at the best, dullness, 
and, at the worst, suppression and propa- 
ganda. Whatever its faults, which are many, 
American broadcasting has remained fresh 
and alive largely because the dead hand of 
political control has been kept away from it. 
To the extent that such control exists or is 
threatened, American broadcasting has been 
timid and cautious. 


F there were unlimited space on the air 

waves for anybody to say as much as 
he or she pleased about anything (bar- 
ring downright offenses against elemen- 
tary morality), it might be possible to 
let competition and public taste solve the 
matter for themselves through the fa- 
miliar economic law of survival of the 
fittest. We could then say of the minority 
controversialist : “Give him enough air, 
and he’ll gas himself.” But the fact is 
that the limited facilities of the commer- 
cial radio spectrum are becoming in- 
creasingly crowded and valuable. They 
also are becoming increasingly tied up 
with the sensibilities of the public. 
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As The (Baltimore) Sun editorial 
concluded : 


The Mae West episode and the Orson 
Welles episode make it clear that an often 
neglected body of censors is not the govern. 
ment, nor the radio industry, nor the com. 
mercial sponsors of programs—but the pub- 
lic itself. In the terrific uproar as to whether 
Father Coughlin should be permitted to in- 
terrupt a perfectly satisfactory musical pro- 
gram to explain his unique views on highly 
controversial matters, it was the radio 
priest’s public which made the decision, just 
as it was another section of the public which 
made the radio industry feel very shaky after 
Mae West had indulged in some characteris- 
tic banter, and again after Orson Welles had 
humiliated the public by sending it shrieking 
into the streets. The public often feels that, 
because a man cannot exercise over what 
comes into his house on the radio the con- 
trol that he exerts over books and news- 
papers, the radio station ought to act in his 
place to shield his children, for example, 
from suggestive or improper broadcasts. In 
other words, the nature of the medium 
makes the radio editor’s job even harder, 


Incidentally, it might be argued that 
the real threat to freedom on the air for 
minority groups comes from vociferous 
protest or individual citizens who are 
outraged when unconventional attitudes 
are expressed on the air. Be that as it 
may, if the government, with its great 
power to suppress opinion altogether, 
can be kept at a safe distance, normal 
competition among radio chains and in- 
dividual stations would seem more likely 
to keep radio broadcasting generally har- 
monious with prevailing public taste 
than either government or intra-indus- 
trial regulation specifically addressed to 
that end. 


N° discussion of the problem of radio 

censorship or the lack of it would 
be complete without some notice of the 
political angle. Boake Carter, popular 
columnist and radio commentator, on 
December 17th addressed the Contem- 
porary Club at the Hotel Jefferson in St. 
Louis, stating : 

Censorship (on the radio) began six 
months ago, and has been more or less pro- 
gressive for twelve months. Authorities of 
the chains in New York are doing it, due to 


small coteries of the New Deal, as dis- 
tinguished from the Democratic patty. 
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WHAT OTHERS THINK 


Among these are Steve Early, the Presi- 
dent’s press secretary; Charlie Michelson, 
hatchet man No. 1; Ickes, Hopkins, Tommy 
Corcoran, and that type of individual. 

The object is to perpetuate themselves in 
office and to get at and destroy, if they pos- 
sibly can, the newspapers of this country. 
Hugh Johnson and Dave Lawrence are no 
longer on the air. John B. Kennedy’s copy is 
censored twelve hours ahead by the network 
legal department. Dorothy Thompson is not 
talking about the things she used to. I don’t 
know whether, by the grace of God and Mr. 
Roosevelt, you may find Carter on the air 
any more. 


Mr. Carter advocated letting all 
shades of opinion have the air and 
urged the elimination of the phrase “pub- 
lic convenience and necessity” from 
radio licensing rules, with reliance in- 
stead on the laws of libel and public 
decency. 

Incidentally, radio commentator John 
B. Kennedy, mentioned by Boake 
Carter, writes an interesting article in 
the January issue of The Commentator 
on the trials and tribulations of radio 
broadcasting operators attempting to 
balance the known demands of radio 
listeners against courtesy to public of- 
ficials. He pictured the embarrassing 


situation of a network executive who had 
the responsibility of determining whether 
to put the President of the United States 
off the air in order to broadcast a World 
Series game to expectant millions, or let 
the President go on and brave the result- 
ing torrents of indignation from the base- 
ball fans. 

Fortunately, in that particular situa- 
tion, the President—Franklin Roosevelt 
—went off the air a few seconds before 
the umpire called “play ball” — again 
demonstrating his uncanny political 
sense. Mr. Kennedy remarked that Al 
Smith was also smart about this matter 
of running over radio time, whereas Her- 
bert Hoover used to be equally forgetful, 
until one of his speeches collided in mid- 
air with the scheduled program of a pop- 
ular radio comedian, and the former 
President learned a lesson that he never 
forgot. Mr. Kennedy critically examines 
(in a broad sense of that term) the radio 
style of a number of public characters, 
including the mayor of New York; Chief 
Justice Hughes; Senators Borah, Van- 
denberg, and Taft; Father Coughlin, 
Bruce Barton, James Farley, John Ham- 
ilton, and others. 





Electricity Rates on the Farm 


orn to a summary on this sub- 
ject, prepared by O. C. Stine and 
recently published in The Agricultural 
Situation, electrification is becoming an 
important, if welcome, item in the cost of 
farm living and in the cost of operating 


farms. The number of farms in the 
United States served by central electric 
stations increased from 205,000 in 1924 
to 576,000 in 1929, and by the end of 
1937 totaled 1,242,000. 

Mr. Stine reminds us that electricity 
was used on the farm only to a very lim- 
ited extent before the World War for 
obvious reasons too familiar to readers of 
these pages to warrant repetition. In re- 
cent years the cost of getting electricity 
to the farms has been reduced by reason 
ot rate reductions and rural electrifica- 
tion activity carried on by the Federal 
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REA, as well as the private electric in- 
dustry. 

In 1936 the Bureau of Agricultural 
Economics collected data on _ rates 
charged for electricity to farmers in se- 
lected periods since 1910. Mr. Stine tells 
us that the result of this survey indicates 
that electric rates for farm residents in 
1936 for the country as a whole averaged 
about 83 per cent of pre-war rates, and 
that the greatest reduction in rates took 
place after 1929. Mr. Stine stated: 


Power rates have been reduced more than 
light rates, averaging in 1936 only about 58 
per cent of pre-war rates. From 1929 to 
1936, power rates declined about 30 per cent, 
whereas light rates declined only about 15 
per cent. Rates for electric lighting in cities 
also have declined. Data collected by the 
National Industrial Conference Board indi- 
cate that the average rate for city lighting 
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The Dallas Morning News 
NOT THE FIRST COMPLAINT 


in bing was about 30 per cent lower than 
in 

The actual cost of electricity to the farm- 
ers distant from town, however, probably 
has been reduced much more than indicated 
by the decline in rates charged. Formerly 
the farmer had to bear a considerable part 
of construction and equipment costs, where- 
as power companies now generally bear 
these costs, and, as a general rule, the farmer 
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pays only for that part of the line from the 

road to his residence. However, he still 

may be required to guarantee a minimum bill 
considerably higher than what may be te- 
quired of the city resident. 

Included in Mr. Stine’s article were 
two interesting tables showing index 
numbers of charges in electric rates for 
farm residents and farm power: 
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RESIDENCE—INDEX NUMBERS OF WEIGHTED AVERAGE MontHLy BILLs To FARMERS FOR 
ELectricity IN SELECTED YEARS, 1910-14 To 1936, By REGIONS 
[1910-14 = 100] 
East West East West 
New Middle North North South South South Moun- 
Year England Atlantic Central Central Atlantic Central Central tain 

1910-14 .. 100 100 100 ere 100 100 
1920 100 102 117 eee 117 100 
97 107 52 112 90 
91 111 55 97 90 
88 97 98 98 87 

86 94 100 88 79 

67 93 88 70 71 


United 
Pacific States 


PowEr—INDEX NUMBERS OF WEIGHTED AVERAGE MoNTHLY BILLS To FARMERS FOR ELECTRICITY 
IN SELECTED YEARS, 1910-14 To 1936, By REGIONS 
[1910-14 — 100] 


East West 


New Middle North North South 
England Atlantic Central Central Atlantic Central Central 


Year 
1910-14 .. 100 100 
118 


fix index numbers of weighted 
average monthly bills to farmers for 
electricity are essentially price indices. 
They show the trend in the cost of a fixed 
quantity of electric current. Because of 
the marked increase in the use of elec- 
tricity on the farms since 1910, the Bu- 
reau of Agricultural Economics appar- 
ently has a problem determining when 
electric rates should be introduced into 


East West 

South South Moun- United 
tain Pacific States 
100 100 100 
159 100 113 
159 100 106 
159 100 

139 125 

121 53 

86 49 


its index of the cost of living on farms. 
Whereas less than one per cent of the 
farms in the United States had electric 
service in the period 1910-14, 15 per cent 
were receiving service by the end of 
1936, with additional development along 
the same line rapidly increasing. 

ELectricity RATES ON THE Farm. By O. C. 


Stine. The Agricultural Situation. Septem- 
ber, 1938. 





Tall Stories on Rural Power 


“Where are you going, my pretty maid?” 
“I am going to oil the bearings on the elec- 
tric milking machine, sir,” she said. 


E ho foregoing item is what the radio 
script man would call a “straight 
gag.” It is not tied up to any person, 
place, or time. Publicity men have long 
used this harmless and amusing formula 
as a means for popularizing a product. 
Sometimes the results are funny ; some- 
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times there might be an honest difference 
of opinion. 

During the last few months there have 
been a number of stories appearing in 
the press about the advantages of rural 
power which purport to be true but really 
challenge belief. Within the last few 
months a story was widely circulated in 
the daily newspapers about a wife who 
left her farmer husband and refused to 
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return unless or until he promised to join 
the local rural electrification cooperative. 
This sounds as though it might have hap- 
pened, but more recent stories along the 
same line may cause the sophisticated 
reader to raise an eyebrow. 

The following item is part of a syndi- 
cated service which was published, 
among other newspapers, in the Wash- 
ington (D. C.) Herald on October 10, 
1938: 


Rural Electrification Administration offi- 
cials are finding that their work is not com- 
pleted when they bring electricity into the 
home. In certain rural communities they also 
have to educate the farmers in the use of 
their shiny new electrical devices. 

For instance, a grower near Macon, Tenn., 
wrote to REA complaining that his refrig- 
erator ran “only half the time.” Whereupon 
a repair man found the machine in perfect 
order but reported that the inexperienced 
owner had mistaken the automatic shut- 
off for a breakdown. 

From an Indiana farmer a letter was re- 
ceived asking advice on the best way to 
dispose of “extra ice cubes.” 

“My refrigerator is’ very satisfactory,” he 
wrote, “but I don’t know what to do with all 
the extra ice cubes it is turning out. We 
remove each batch as soon as they are done 
but we haven’t any more room to keep 
them.” 


HE last item may strike you as 

pretty funny, but it makes an inter- 
esting comparison with an item which oc- 
curred in Pusiic UTILITIES Fort- 
NIGHTLY of August 19, 1937 (page 
216), which was as follows: 


“Please send a man out to look at our new 
refrigerator. The ice cubes are freezing too 
fast!” This was the amazing complaint Jack 
Sharkey, sales supervisor of the Rochester 
(N. Y.) Gas & Electric Co., heard over the 
telephone from a frantic bride. An elec- 
trician rushed to the scene and found ice 
cubes literally piled up in every pan, tray, 
and bowl available. “I thought you had to 
take them out as soon as they froze,” the 
bride explained. 


On October 11, 1938, the same syndi- 
cated service, appearing in the Washing- 
ton Herald, had the following item: 


The Rural Electrification Administration 
has been accused of many things, but this 
is a new one: 

A West Virginia farmer entered the local 
REA office, called for the manager, and 
handed him a doctor’s bill. 


“I think you ought to pay that,” said the 
farmer. 

“Why? What have we got to do with 
this?” 

“Plenty,” said the farmer. “I’ve always 
eaten my wife’s soup without putting any 
extra salt and pepper in it. The first night 
we had electric lights I found that the 
little black spots I thought were pepper 
really were black ants. 

“Now I didn’t mind those ants when | 
didn’t know anything about them, but after 
I saw ’em I couldn’t rest until I had gone to 
the doctor to see if I was all right. This 
is the bill for that visit and I think you ought 
to pay it.” 


pies before that, the late Rodney 

Dutcher, Washington correspondent 
for the Bismark (N. D.) Tribune, in- 
cluded in his column several stories 
about rural power which seem, on the 
whole, somewhat more plausible: 


One farmer’s wife bought a vacuum 
cleaner immediately after her house had 
been wired. This seemed rather funny be- 
cause there wasn’t a rug on the premises. 
But she explained that as soon as the apple 
crop was sold she was going to buy a rug, 
and that she would then use the vacuum 
cleaner. And there’s another farm family 
which bought an electric range as soon as 
electricity was wired into the house, but 
persists in using kerosene lamps for light 
as a matter of personal preference. 

The farmer who was paying an electricity 
bill of $15 a month turned out to have no 
electrical appliances in his house other than 
a refrigerator. But he was leaving the 
refrigerator door open all day and all night 
to keep the place cool and he thought it 
was worth it. 

Another rural customer who doesn't 
bother to put electric lights in the house is 
a raiser of frogs. He bought electricity so 
he could run a wire to the edge of his frog 
pond and put an electric bulb under the 
water in order to attract flies and other in- 
sects which frogs consider palatable. 


These items are probably read by the 
average weary reader with an “interest- 
ing-if-true” reaction. If they do any- 
thing to popularize the extension and 
utilization of rural power, it is all to the 
good. As the late Speaker of the House, 
Joe Byrns, used to say of his game of 
golf: : 

“Tt’s a harmless enough pastime if 
you’re not too particular about the 
truth.” 
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Notes on Recent Publications 


BonNEVILLE Facts AND Fa.iacies. By Wal- 
ter W. R. May. Public Service Magazine. 
October, 1938. 


Buyinc a Gas Rance. Consumers’ Digest. 
November, 1938. 


Can PurcHasep Execrric Power or DIESEL 
Power Be Mave As RELIABLE As STEAM 
Power FoR PuMPING Stations? (A Round 
Table discussion.) By W. V. Weir. Journal 
of The American Water Works Association. 
October, 1938. 


Our Promisep Lanp. By Richard Neuberger. 


The Macmillan Company, New York, N. Y. 
1938. Price $3.00. 

Mr. Neuberger visualizes the Northwest 
as the last frontier of the United States— 
the frontier which President Franklin 
Roosevelt regards as our “Promised Land,” 
when he predicted in his Grand Coulee dam 
speech that the Columbia river basin would 
become the country’s sanctuary for the 
Americans scorched out of their farms in 
the dust bowl of the West or crowded out 
of their tenements in the East. (The Amer- 
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ican philosopher, Will Durant, has more re- 
cently suggested that the arable lands 
brought into cultivation by the Northwest 
Federal projects might be used as a refuge 
for immigrants driven from European 
countries by religious and racial persecu- 
tions.) This would seem to be a promising 
enough subject for any sort of objective 
analysis. Unfortunately (and somewhat sur- 
prising in a newspaper man), Mr. Neuber- 
ger is so obsessed with the conflict between 
liberalism and reaction that all one can 
learn from his book about the great, thrilling 
Northwest country is a rather doubtful 
classification as to the “liberalism” of an 
assortment of contemporaneous politicians, 
journalists, labor leaders, etc. 

Like the good Communist who got into a 
baseball game by mistake and made himself 
miserable trying to figure out the “class 
angle,” this apparent color blindness to 
everything but the black and white of Right 
and Left controversies leads the author into 
situations which seem to puzzle him as much 
as the reader—such as his explanation of 
the death struggle between those rival union 
leaders, Dictatorial Dave Beck (AFL) of 
Seattle and Stalinist Harry Bridges (CIO) 
of San Francisco. (He avoids all mention 
of the family feud between the two liberal 
Senators of Washington state; probably the 
subject is just too painful.) Of course, it is 
Mr. Neuberger’s privilege to view the beau- 
tiful West through his own ideological spec- 
tacles, even though the result may resemble 
an editor of the Daily Worker substituting 
for a Cook’s Tour guide, but it might have 
been a worth-while caution to delay release 
of this book until after the recent congres- 
sional election. As it is, Mr. Neuberger’s 
political chapters, starting with one entitled 
“Cockeyed Politics in the Hinterlands,” pre- 
sent about as cockeyed an analysis of 
political trends as has appeared since the 
Literary Digest elected Landon in 1936. Neu- 
berger has Senator Wheeler on the way out 
as Democratic leader of Montana, with Rep- 
resentative Jerry O’Connell taking over con- 
trol. He congratulates Oregon Democrats 
for refusing to renominate the “reactionary” 
Governor Martin. Apparently the Repub- 
licans had no place at all in these calcula- 
tions, which is not the way things happened 
on November 8th. 

Neuberger’s description of the Federal 
power projects on the Columbia river con- 
stitute, in effect, a readable digest of the 
various mimeographed handouts of the vari- 
ous Federal agencies in Washington, D. C. 
The hero is J. D. Ross, Bonneville adminis- 
trator, whose only vulnerable point seems to 
be his disposition to let Wall Street help 
finance public ownership in the Northwest 
instead of making taxpayers of the nation 
pay for the whole job. At times the author’s 
enthusiasm for Ross is on a par with press 
items about movie actresses in bungalow 
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aprons, Sample passage: Ross is driving 
“frantically” to Seattle where “there waits 
a galaxy of bankers and financiers,” Sud. 
denly Ross orders the car to stop and s0 
great was the love of this simple man for 
wild flowers that “while the bankers fumed 
impatiently in Seattle, Ross and his engi- 
neers got out their pocket knives and dy 
up violets on the distant upland ridge.” 


J. D. Ross: Northwest Dynamo. By Richard 
ne Survey Graphic. December, 


More of the same (see above) enthusiasm 
about the same J. D. Ross by same author, 


Law oF WAGES AND PRICES AND THE Cost or 
Po.itics. By John Rustgard. Babson’s Sta- 
tistical Organization, Inc., Babson Park, 
Mass. Price 50 cents. 


Your BroapcastinG Business. By Herbert M. 
Bratter. Nation’s Business. December, 1938, 


PRODUCTION AND DISTRIBUTION OF BONNEVILLE 
Power. By Bayard O. Wheeler. The Jour- 
nal of Land & Public Utility Economics. 
November, 1938. 

A factual analysis of the purpose, his- 
torical and legislative background, adminis- 
tration, and cost allocation of the Bonneville 
project under the new Federal legislation 
setting up the Bonneville administration. In 
addition, Mr. Wheeler, who is assistant pro- 
fessor of economics at Oregon State College, 
explains the Bonneville wholesale rate struc- 
ture and its marketing of power, including 
valuable references in his discussion. The 
most striking feature of this Bonneville sit- 
uation to the author has been the victory of 
the “postage stamp” or uniform area-wide 
rate advocates over those who would base 
rates according to natural geographical lo- 
cation. 


Tue Winnepec MuniciPat Etectric Utity. 
By Lawrence S. Dreiman. The Journal of 
Land & Public Utility Economics. Novem- 
ber, 1938. 

Mr. Dreiman, who teaches economics at 
the University of Minnesota, has written an 
arresting and provocative article about a 
municipal plant that seems the most striking 
blue-ribbon exhibit which the advocates 
of public ownership of power could find. He 
ventures an explanation of the Winnepeg 
system’s astonishing record of building up 
customer consumption until in 1936 it had 
reached a total of 4,694 kilowatt hours a 
year, as compared with the average res!- 
dential consumption per customer in the 
United States of 727 kilowatt hours per year. 
Winnepeg rates are correspondingly low and 
are compared with lower rates of both pub- 
licly and privately operated electric systems 
in the United States. 
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OBSOLESCENCE OF Pusiic Utitity Property. 
By C. Emery Troxel. Part 1, August, 1938. 
Part II, November, 1938. The Journal of 
Land & Public Utility Economics. 


DIsTRIBUTION OF PuBLic Utititry Tax ReEv- 
eNuES. By Denzel C. Cline. The Journal of 
Land & Public Utility Economics. August, 
1938. 


THE MopERN SMALL Power Piant. Address 
by Professor H. L. Solberg of Purdue Uni- 
versity at the conferences of Appalachian 
Coals, Inc., Kalamazoo, Mich. December 13, 
1938. 

“The average cost of maintenance, lubri- 
cants, water, and miscellaneous,” concludes 
Professor Solberg, “is 1.05 mills per kilo- 
watt hour or about 12 per cent of the pro- 
duction cost.” In covering the character- 
istics of modern small steam turbines, he 
said that “the difference in steam consump- 
tion between a small turbine operated near 
its rated capacity and a larger machine, 
which is carrying the same load, is not great 


and this fact should not be overlooked in se- 
lecting turbine-generator sizes.” 


Civir AERoNAUTICS AuTHorRITy. By Howard 


S. Leroy. Air Law Review. October, 1938. 


WATERING THE Grass Roots. By P. B. Niles. 


Journal of the American Water Works As- 
sociation. December, 1938. 

Although the American waterworks in- 
dustry is dominated by municipal ownership, 
this author submits that a water utility or 
any other utility, publicly or privately 
owned, faces the same problem of getting 
along with the people, and they are the same 
people. The only difference is that in the 
case of publicly owned utilities, you can sub- 
stitute the word “taxpayer” for the word 
“investor.” In the case of the publicly 
owned utility property, the taxpayer, who is 
the owner, receives no actual dividend, but 
he can, in the case of a well-managed and 
efficient property, secure savings in the cost 
of his utility service or in the general taxes 
which he pays. 





Defects of Absolute Regulatory Administration 


1. A tendency to decide without a hearing, or without hearing 
one of the parties. 


2. A tendency to decide on the basis of matters not before the 
tribunal or on evidence not produced. 


3. A tendency to make decisions on the basis of preformed 
opinions and prejudices. 
4. A tendency to consider the administrative determining func- 


tion one of acting rather than of deciding ; to apply to the deter- 
mining function the methods of the directing function. 


5. A tendency to disregard jurisdictional limits and seek to ex- 
tend the sphere of administrative action beyond the jurisdiction 
confided to the administrative board or commission. 

6. A tendency to do what will get by; to yield to political pres- 
sure at the expense of the law. 

7. A tendency to arbitrary rule making for administrative con- 
venience at the expense of important interests. 


8. A tendency at the other extreme to fall into a perfunctory 
routine. 


9. A tendency to exercise of jurisdiction by deputies. 


10. A tendency to mix up rule making, investigation, prosecu- 
tion, the advocate’s function, the judge’s function, and the func- 
tion of enforcing the judgment, so that the whole proceeding 
from end to end ts one to give effect to a complaint. 


—Excerpt from 1938 Report of the Special Committee 
on Administrative Law, American Bar Association. 
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Demands Stock Purge 


uBLic Works Administrator Harold L. 

Ickes on December 29th said “water must 
be squeezed” out of utility securities to estab- 
lish the nation’s utility systems on a sound 
economic basis. 

Holders of “watered” utility securities, 
Ickes said, would have to pocket a loss sooner 
or later in the process of removing “water” 
from the capital structure. 

Ickes made his prediction when asked at a 
press conference for comment on Federal 
Power Commission authorization of the Iowa- 
Nebraska Light & Power Company to sell its 
power holdings to two Nebraska public power 
districts. The authorization, he said, was a 
move to “squeeze the water out of the utility 
capital structure.” 

Ickes denied assertions by private economists 
that PWA’s building drive would unbalance 
the progressive recovery being experienced by 
business. He also denied that any PWA funds 
were being held back for use in national de- 
fense. 

Some economists had contended that since 
Treasury disbursements for PWA total about 
$75,000,000, against a total authorization of 
approximately $1,000,000,000, the bulk of 
spending would be done later on in the year 
when it is not needed for recovery purposes. 

Ickes said that interpretation was “com- 
pletely wrong.” “Many times” the amount of 
actual government disbursements have been 
expended by contractors who purchase on 
credit, he said. 


Votes Sale of Unit 


HAREHOLDERS of the National Power & 
Light Company, at a special meeting on 
December 20th, voted to authorize the sale of 
the electric properties of the West Tennessee 
Power & Light Company, a subsidiary, to the 
Tennessee Valley Authority and certain munic- 
ipalities in the Tennessee valley area. Sale of 
the company’s water and ice properties was 
also authorized. 

The total price to be paid for the West 
Tennessee properties is about $1,775,000. Pro- 
ceeds from the sale will be about $900,000 
short of equalling the value accepted as a rate 
base for the facilities involved by the Ten- 
nessee Public Utilities Commission, according 
to P. W. Sawyer, president of National Power 
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The March of 
Events 


& Light, who was in the chair at the meeting, 


TVA Appointment 


Ox January 5th, President Roosevelt an- 
nounced an appointment to the board of 
the Tennessee Valley Authority, created by the 
Chief Executives removal of the former 
chairman, Dr. A. E. Morgan. 

The new appointee is former Senator James 
P. Pope of Idaho. Pope was defeated for 
reélection in the primaries last fall. 


Rail Rate Revision Urged 


HE story of “postalized rates” for rail- 

roads entered into official consideration 
of the railroad problem on December 29th 
when Senator Wheeler, chairman of the Sen- 
ate Interstate Commerce Committee, gave it 
partial endorsement and asked an opinion 
from the Interstate Commerce Commission as 
to whether it would be feasible from the stand- 
point of the railroads. 

The plan which he unexpectedly threw into 
the pool of ideas to be considered by the new 
Congress was the one advocated for several 
years by John A. Hastings, state senator in 
New York. 

It consists substantially of a structure of 
rates based on low charges between “central 
points, with the same rates applying for all 
intermediate stops.” Senator Hastings has 
contended that railroads could carry passen- 
gers profitably from New York to Chicago, 
or points in between, for as little as $1 coach 
fare, and with other charges not higher than 
$15 for “super de luxe accommodations.” 

Senator Wheeler wrote that Senator Hast- 
ings had first discussed the proposal for 
“postalized rates” with him five years ago and 
he said he had collected an independent set of 
figures “based on railroad costs.” These figures, 
Senator Wheeler wrote, “indicate that the 
railroads can be profitably operated with 
postalized rates,” but he emphasized to in- 
quirers that his whole letter was based on the 
question whether the generalities of the pic- 
ture presented a program which would be 
“feasible for the railroads from an actuarial 
standpoint.” 

At the same time considerable significance 
was attached to Senator Wheeler’s action in 
view of the fact that he had conferred as re- 
cently as December 27th with President Roose- 
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yelt on the question of railroad relief, and 
afterward indicated himself as somewhat less 
than satisfied with a report submitted by a 
special committee of six persons set up by the 
President to study the question of relief for 
the carriers. 

Senator Wheeler said, in response to ques- 
tions, that adoption of “postalized rates,” if 
they should be approved, would not obviate 
new legislation, but that it appeared to him 
that program would undoubtedly require both 
long preliminary study and new legislation if 
it were to be made effective. 


States Adopt Pact 


ONFEREES Of the seven Colorado river basin 

states on December 18th reached unani- 
mous agreement on a program for the financial 
operation of Boulder dam and received the 
commendation of Secretary of Interior Ickes. 
The pact, initialed by delegates, was to receive 
oficial ratification at a later meeting, to be 
held probably in Denver. Each of the seven 
state legislatures, under a stipulation of con- 
ferees, then must pass on the proposal before 
ultimate presentation to Congress as an 
amendment of the Boulder Canyon Project 
Act. 

The terms of the pact as finally agreed upon 
were as follows: 

1. Power contractors—Los Angeles Bureau 
of Power and Light, the Southern California 
Edison Company, Ltd., the Metropolitan Water 
District of Los Angeles, and the Nevada-Cali- 
fornia Power Company— will begin in 1940 
ie of $500,000 annually into a separate 
und. 

2. For the first three years, or until 1943, 
these payments will be used in a comprehen- 
sive survey of the entire Colorado river basin. 

3. Thereafter, annually for a period of 
twelve years, until June 1, 1955, $500,000 will 
be allocated to the upper basin states to de- 
velop their respective projects. (Presumably 
this will be prorated equally among the five 
upper basin states.) 

4. Arizona and Nevada, beginning in 1940, 
will receive annual payments of $300,000 each 
for a period of forty-seven years. 

5. Reduction of the interest rate from 4 per 
cent to 34 per cent or less on the $130,000,000 
construction cost of the Boulder canyon proj- 
ect. 

6. Abolition of interest on a $25,000,000 
flood control item in the project’s cost and 
the deferment of amortization until after con- 
struction is taken care of. 

7. A resultant reduction in power rates at 
the dam from 1.63 mills per kilowatt hour 
to approximately one mill. 

_Delegates tentatively set 1940 for the begin- 
ning of payments to Arizona and Nevada and 
the start of the comprehensive basin survey, 
assuming that if they reached agreement Con- 
gress would act favorably during its current 
session on the proposed amendment. 


111 


Final approval came after a minor capitula- 
tion by Wyoming and New Mexico of the up- 
per basin group. The two states were slightly 
at variance with Colorado and Utah. The 
difference was understood to have been over 
the length of the period during which the 
upper basin states would receive annual com- 
pensation from the power companies. 

. W. Jenkins, Wyoming representative, 
finally broke the deadlock by submitting on 
the back of an old envelope the written com- 
promise suggestion that the period be for 
thirteen years instead of twenty, the previous 
demand. 

Past conferences of the basin states and 
power companies have usually ended in bicker- 
ing and many times open rupture between 
various state delegations. 


New Bonneville Rates 


ype Federal Power Commission recently 
approved a new rate schedule for the sale 
of temporary power for experimental pur- 
poses from the Bonneville project and made 
the new rate retroactive to November Ist. This 
permitted the extension of a contract between 
the administrator of the Bonneville project 
and the Northwestern Electric Company for 
electric energy. 

Northwestern Electric had a contract for 
Bonneville power extending from July 29th to 
October 31st. The new rate would be effective 
between November 1, 1938, and the date of 
completion of the Bonneville-Vancouver 
transmission facilities, but in no event later 
than December 31, 1939. 

The rates under the new schedule are based 
on a kilowatt-day rather than a kilowatt-year 
basis and are as follows: (1) Prime power, 
1/365th of $17.50 per day per kilowatt of bill- 
ing demand; (2) secondary power, 1/365th of 
$11.50 per day per kilowatt of billing demand. 

For billing purposes, one-half of the con- 
tract demand, exclusive of allowance for 
transformation and transmission losses, shall 
be considered as “prime power,” and the other 
half considered as “secondary power.” 


Wagner Act Revision 


STRONG movement was reported last month 
A to be developing on Capitol Hill in favor 
of some revision of the Wagner Labor Rela- 
tions Act to meet criticism leveled at both the 
act and its administration, particularly during 


the past year. Senators from both the so- 
called conservative and the liberal camps were 
said to be intensely interested in having alleged 
abuses reported to them corrected by amend- 
ment during the current session. 

At the same time, amendments to the Wag- 
ner Act were included last month in a pre- 
liminary draft of legislation to be proposed 
and supported by the American Federation of 
Labor at the new session. 

However, administration friends of the law 
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were preparing to combat the movement and 
were said to have privately stated that almost 
all the criticisms had either been met or could 
be met by amending the board’s regulations, 
rather than by opening the entire law to possi- 
ble sweeping alteration in Congress. 

Senator Glass, veteran Virginia legislator, 
was reported to favor outright repeal of the 
whole statute. He contended that labor diffi- 
culties of the past two years may be traced to 
partisan administration of the law by the per- 
sonnel on the board, including both members 
and trial examiners. 


Senator Logan of Kentucky, colleague of 
Democratic Floor Leader Barkley, asserted re. 
cently that there would be pressure for amend- 
ments to the Wagner Act and, if they are re. 
sisted by the administration, such resistance 
might well lead to outright repeal. 

Senator Adams of Colorado stated that he 
had received some protests which dealt largely 
with administration of the law which he 
thought should be investigated. Senator Burke 
of Nebraska was understood to be preparing 
several amendments for drastic changes in 
the law. 


Alabama 


To Use Own Power 


| cone oe and Tarrant will go ahead with 
construction of municipal electric plants, 
Mayors Bryant and Ingram announced last 
month after conferences with President and 
General Manager J. S. Pevear and other offi- 
cials of the Birmingham Electric Company, 
which serves the two cities with electric 
energy. 

The Birmingham Electric Company offered 
to each of the cities a rate substantially lower 
than the present rate charged its customers in 
Birmingham, but the city councils declined to 
accept the offer and announced their deter- 
mination to go ahead with their own plants 
which will get power from the Guntersville 
dam in the Tennessee river. 

The schedule of rates to be charged by the 
municipal plants will be 3 cents for the first 50 
kilowatt hours; 2 cents for the next 150 kilo- 


watts; one cent for the next 200 kilowatts: 
and 4 cent for the excess over 400 kilowatts, 

The rate proposed by the Birmingham Elec- 
tric Company was 3.25 cents for the first 50 
kilowatts; 2.25 cents for the next 150 kilo- 
watts; and 1.25 cents for all in excess of 200, 

The rate in effect in Birmingham for domes- 
tic consumers is 3.9 cents for the first 50 kilo- 
watts ; 2.5 cents for the next 150 kilowatts, and 
1.5 cents for all in excess of 200 kilowatts. 

Mr. Pevear said there would be a 10 per 
cent surcharge under the TVA service. Mayor 
Ingram said there would not be a surcharge. 
Mr. Pevear advised the city authorities that 
the Birmingham Electric ‘(Company would con- 
tinue to serve Bessemer, and that the company 
has a perpetual franchise. 

Mayor Ingram, of Tarrant, said it was esti- 
mated approximately $39,000 would be saved 
residents of that city under the TVA contract 
and the municipal electric plant. 


Arizona 


Seek Cheap Power 


HE irrigation and power districts of Ari- 
zona, at an organization meeting held in 
Phoenix last month, predicted use of power in 
that area would increase by 50 per cent within 
four years if Colorado river electric power 
were made available to central Arizona at a 
rate not exceeding four mills per kilowatt 
hour. 
Six central Arizona districts have joined to 
seek a supply of electric energy from Boulder 


and Parker dams. The group, representing 
the Roosevelt Water Conservation District, 
the Roosevelt Irrigation District, Chandler 
Heights, Coolidge Irrigation District, Buckeye 
Irrigation District, and the Casa Grande Elec- 
trical Power District, completed organization 
on December 19th. 

It adopted resolutions calling for creation 
of a state authority to govern Arizona’s use 
of Colorado river power and asked cooper- 
ation of the governor, the state legislature, and 
the Colorado River Commission. 


ew 
Arkansas 


Ttili the 1939 legislature a proposal for taxing natu- 
Utility Tax Proposed ral gas distributing companies operating in 


Arkansas to provide revenue for the state to 
match Federal contributions so as to pay $30- 
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EPRESENTATIVE Dan W. Johnston of Clarks- 
Rvitte recently said he would introduce in 
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a-month pensions to all of its indigent aged. 
Persons receiving old-age assistance from 
the state welfare department now receive 
about $6 a month each. The Federal govern- 
ment will contribute up to $15 a month toward 
pensions for the aged, providing such con- 
tributions are matched by state funds. 
Estimating that enactment of his proposed 
bill into law would yield the state “between 
$3,000,000 and $4,000,000 a year,” Mr. John- 
ston told Governor Bailey and a group of 
legislators with whom the chief executive con- 


ferred last month that “for thirty years they 
have been piping in gas from Louisiana and 
Texas fields without paying our state a dime. 
We've been unable to force these companies 
to reduce rates.” 

He said he was drawing up a bill levying a 
tax against distributing companies which re- 
tail gas to consumers at more than 45 cents per 
thousand cubic feet. He stated that he had not 
decided on the rate of tax to be proposed, and 
that his bill would contain safeguards to pre- 
vent the levy being passed on to consumers. 


California 


Injunction Granted 


ong Judge Michael J. Roche on Decem- 
ber 20th granted the city of San Francisco 
a 30-day stay of an injunction which would 
have forbidden disposition of Hetch Hetchy 
power to the Pacific Gas and Electric Com- 
pany after December 28th. 

City Attorney John J. O’Toole said the city 
would lose about $1,250,000 in the next six 


months if the injunction were made effective. 

Amendment of the Raker Act to halt the 
litigation and permit the city to sell its power 
to the utility was advocated at a recent meeting 
of the Board of Supervisors. Supervisor 
Brown requested City Attorney O’Toole to 
draw up a resolution memorializing Congress 
to enact the amendment, which would remove 
from the act the famous §6, which prohibits 
sale of Hetch Hetchy power for resale. 


Colorado 


Complaint Filed with FPC 


FIGHT to reduce Denver gas rates was 
A launched by the city council last month. 
By a vote of 8 to 0, the council authorized 
Mayor Benjamin F. Stapleton to file a com- 
plaint with the Federal Power Commission 
against the rate of 40 cents a thousand cubic 
feet which the Public Service Company of 
Colorado pays the Colorado Interstate ‘Com- 
pany for natural gas delivered at the Denver 
gate. 

The city subsequently filed a petition for the 
gas rate investigation with the Federal Power 
Commission. The theory is that if the gate rate 
paid by the Public Service Company is re- 
duced, a corresponding reduction will have to 
be made by the company in the domestic rates 
charged Denver consumers. 

The resolution authorizing the attack upon 
the Denver gate rate also directed city officials 


to make an investigation of natural gas rates 
to obtain the evidence necessary to support the 
city’s complaint against the 40-cent gate rate. 
The 40-cent gate rate which the Public Service 
Company pays the Colorado Interstate Com- 
pany for natural gas at Denver has been under 
fire, at times, for several years. Charges have 
frequently been made that the Public Service 
Company, in agreeing to pay the 40-cent gate 
rate, entered into a contract which is unfair 
to Denver, and is discriminatory. 

The Cities Service Company which owns 
the Public Service Company also owns a 15 
per cent interest in the Interstate Company. At 
Pueblo, the Interstate Company sells gas to 
the Colorado Fuel & Iron plant at 17 cents. 
At Denver, the Public Service Company pays 
the Interstate Company 40 cents for gas to be 
resold in Denver, and 17 cents for gas to be 
delivered to northern Colorado and Wyoming 
by the Colorado-Wyoming Company. 


ee 
Idaho 


Oppose Importation of Power 


J, fewer of Southern Idaho, Incorporated, 
Yi an association of civic groups in the re- 
gion of Gooding, went on record last month 
as emphatically opposed to the importation of 
electric power into Idaho from the ‘Columbia 
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Valley Authority, or other regional sources. 

The action came after a talk by Congress- 
man Henry Dworshak of Burley, who told the 
group of civic leaders that Idaho must choose 
in the matter of providing abundant power 
whether it will accept construction of trans- 
mission lines from the great projects on the 
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Columbia river or insist on Federal assistance 
for the development of its own hydroelectric 
resources, 

A. F. James, Gooding mayor, sponsored the 
formal action which was ratified by represent- 


atives of 17 towns, in attendance at the De. 
cember meeting of the group. James’ resoly. 
tion emphasized that there shall be “no jp. 
fringement of water rights” on the Snake river 
in Idaho. 


¥ 


Indiana 


REA and Utility Join in Project 


OOPERATION, instead of competition, was 
substituted recently by the government 
and a long-established utility in a plan to ex- 
tend electric service to 600 Howard county 
farms and several hundred in Hamilton county 
which hitherto have not had electric power. 
By meeting rates the government offers 
through REA, the Northern Indiana Power 
Company has obtained Federal approval and 
assistance in a plan to provide the service 
rather than have it provided by a rural electric 
membership corporation organized under Fed- 
eral supervision. When farmers in Kokomo 
recently discussed organizing a membership 
corporation, the Northern Indiana Company 
proposed to supply rural service at a flat mini- 
mum rate of $3 a month, the same rate as 
authorized by the REA. 
Negotiations for a loan totaling $430,000 for 
the work in the two counties were said to be 


under way, and the power company has filed 
a petition with the state public service commis- 
sion for approval. About 575 farmers have 
signed to take the service. 


Phone Cases Dismissed 


oon petitions which led to the state pub- 
lic service commission’s statewide adjust- 
ment of Indiana Bell Telephone rates Decem- 
ber 8th were recently dismissed by the com- 
mission. 

Petitions from Indianapolis, South Bend, St. 
Joseph county, Mishawaka, and other cities 
and towns were included. They were pending 
at the time the company asked that any com- 
mission consideration of its rates be on a sys- 
tem-wide basis rather than by individual ex- 
changes. The company’s request led to a rate 
case involving the whole system. An order in 
that case cut rates in 21 cities and towns by an 
annual amount estimated at $350,000. 


Kentucky 


Injunction Made Permanent 


aor of the city of Middlesboro to obtain 
TVA power through erection of a city dis- 
tribution system were blocked again on Decem- 
ber 20th when Circuit Judge James M. Gil- 
bert made permanent an injunction granted 
the Kentucky Utilities Company sometime ago. 
The case would be taken to the court of ap- 
peals for final settlement, it was stated. 
Middlesboro sought to issue $175,000 in 
bonds and to obtain a grant of $89,000 from 
the PWA for the building of the system. The 


right to erect a power plant was denied some- 
time ago, and afterward efforts were concen- 
trated on a distribution system with plans to 
purchase power from TVA. In former hear- 
ings it was argued that a certificate of neces- 
sity had not been obtained from the state, and 
the Kentucky Utilities Company already was 
satisfactorily serving the city. 

Word was received from the PWA and 
TVA officials that unless the city moved for 
dissolution of the temporary injunction, the 
grant would be withdrawn. The city immedi- 
ately took steps to revise the contract. 


Minnesota 


Gas Permit Renewed 


e Shier St. Paul city council last month re- 
newed a one-year permit for the Minne- 
sota Northern Natural Gas Company to fur- 
nish gas for the Waldorf Paper Products 
Company and the Ford plant, both located in 
that citv. 

Coramissioners John Findlan, William Par- 
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ranto, and Axel Peterson voted against the 
resolution, Findlan and Parranto asserting the 
matter called for a franchise vote. 

E. M. O’Neill, attorney for the company, 
told the council the concern, after the year’s 
operations, would know whether it would de- 
sire a franchise for domestic or commercial 
use. The permit granted on December 21st ex- 
pires February 22, 1940. 
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Mississippi 


Gas Rate Cut 


HE Laurel city administration and officials 
Ta the United Gas Corporation last month 
agreed on a new rate schedule which will save 
consumers approximately $14,000 annually. 

Mayor W. Hosey, announcing the new 
rates, said the average reduction would be 21 
to 22 per cent, and R. L. McGuire, district man- 
ager for the gas company, said the saving to 
consumers, in comparison with the old rates, 
would amount to $14,000. 

The new rate schedule will have the same 
minimum, $1.50 per month, but that sum will 
buy 1,000 cubic feet of gas, where before it 
stopped at 500 feet. One thousand feet former- 
ly cost $2. 


_The new rates were effective on December 
bills issued January 1st, the officials announced. 


Receives REA Allotment 


HE Rural Electrification Administration 

last month allotted $162,000 for the elec- 
trification project of the Yazoo Valley Electric 
Power Association of Yazoo city to build 170 
additional miles of lines to serve 618 members 
in Yazoo, Warren, Holmes, Issaquena, Hum- 
phries, and Sharkey counties. 

The new lines will be divided among 
Holmes, Yazoo, and Warren counties, with 
short extensions into Humphries, Sharkey, and 
Issaquena counties. C. N. Blakemore of Yazoo 
city is superintendent of the project. 


5 
Nebraska 


FPC Authorizes “Little TVA” 


HE Federal Power Commission on Decem- 

ber 27th authorized the purchase of the 
Iowa-Nebraska Light & Power Company by 
two Nebraska public power districts in a deal 
forging all but one vital link in the creation 
of a “little TVA” in the state. 

The purchase, at a price of $20,195,991, was 
authorized over the protests of several com- 
munities which contended that the cost was 
too great and opposed payment of $504,899 to 
Guy C. Myers, New York financier who ar- 
ranged the sale. 

Under the agreement, the Central Nebraska 
Tri-County Public Power and its irrigation 
district at Hastings will pay $17,370,112 for the 
greater share of the lowa-Nebraska properties, 
while the Loup River Power District at Co- 
lumbus will pay $2,285,879 for the balance. 

Iowa-Nebraska is the second largest power 
company in the state, serving 108 cities and 
towns and 43,000 customers. Nebraska Power 
Company, with headquarters in Omaha, is the 
largest. 

In overriding the price protest, the FPC 
noted that last June 30th commission experts 
estimated the original cost of Iowa-Nebraska 
properties at $16,395,446, compared with the 
power company’s estimate of $20,279,174. 

The two districts plan to issue $26,500,000 
worth of bonds for buying the utility and other 
purposes, but the commission declared its or- 
der of approval did “not involve exercise of 
the jurisdiction of this commission with re- 
“a to the financing or issuance of the securi- 
ies. 

The order pointed out that the proposed sale 
“will avoid the duplication of electric facili- 
ties and destructive competition in the terri- 
tory in Nebraska now served by” the private 
power company. 
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State Senator Craven recently announced 
that he planned to introduce a bill in the state 
legislature as soon as it convenes, taking from 
the public power districts the authority to make 
rates for electric energy sold by them. He 
added that he was making his announcement 
because “it is only fair to the prospective pur- 
chasers of these power district bonds.” 


Opposed to Public Power 


= Omaha real estate board recently 
passed a resolution opposing transfer of 
ownership of the Omaha plant of the Nebras- 
ka Power Company either to the city or the 
state’s three hydroelectric districts. 

City ownership of the plant was approved 
in the resolution only if necessary to prevent 
the plant from becoming part of the hydro 
network. The board gave as its reasons for the 
opposition: First, the power company pays 
annually $627,000 in taxes that would have to 
be shouldered by citizens, and, second, the com- 
pany now furnishes satisfactory service at 
reasonable rates. 

The Associated Retailers of Omaha also 
recently passed a resolution stating they 
favored continuing the services in Omaha of 
the Nebraska Power Company. The resolution 
stated : 

“Tf the continued operation of its electric 
plant in Omaha by the Nebraska Power Com- 
pany should ever become impossible, and the 
alternative is the acquisition of the property 
by one of the public power and irrigation dis- 
tricts of Nebraska, or by the city of Omaha, 
then this association is unqualifiedly in favor 
of the city of Omaha acquiring the electric 
plant. 

However, either proposition is at this 
stage opposed by the Associated Retailers of 

maha.” 
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New 


Authority Abolition Urged 


OVERNOR Lehman and members of the state 
G legislature were recently asked to abolish 
the New York State Power Authority in a re- 
port which was presented at the monthly meet- 
ing of the Chamber of Commerce of the State 
of New York on January 5th. 

Morgan H. Grace is chairman of the cham- 
ber’s committee on internal trade which urged 
the repeal of the law which created the power 
authority on the ground that it has accom- 
plished none of the purposes for which it was 
formed and that its continuance would be a 
further waste of public funds. 

The power authority was created by the 
state legislature to improve the St. Lawrence 
river, further its commerce and navigation, 
and protect and develop its water power re- 
sources. The act carried an appropriation of 
$300,000. Frank P. Walsh was appointed chair- 
man of the authority and it began operations in 
May, 1931. The report stated: 

“In all these years nothing has been accom- 
plished along the lines contemplated in this 
act. Nothing can be done without a treaty with 
Canada, and the prospect of any accord with 
the Canadian government in this matter is not 
likely.” 


Rate Cut Halted 


B grec Francis Bergan, of the state supreme 
court, sitting in Albany, on December 29th 
issued a temporary injunction to restrain the 
state public service commission from enforcing 
an order reducing rates of the Queens Borough 
Gas & Electric Company. Arguments in the 
stay will be heard February 2nd. 

The rate reduction, which was to have been 
effective January lst, was expected to result in 
a saving of $530,000 a year to consumers in the 
Rockaways, in Queens, and villages of Nassau 
which are served by the company. Justice Ber- 
gan in granting the stay required the company 
to post a bond of $500,000 

The state commission on December 28th by a 
3 to 1 vote denied the company’s application 
for a rehearing and a stay, on the ground that 
the company had not advanced any argument 


York 


not fully considered at the regular meeting. 

The company filed a new rate schedule for 
gas on which the commission found there 
would be a loss of approximately $450,000 a 
year, while the rates of electricity were bring. 
ing in about $550,000 a year in excess of a rea- 
sonable return. 

It was stated that the principal issue in the 
proceedings locally was whether the value of 
property allocated in the electrical division of 
the company was $12,000,000, as claimed by the 
company, or $10,000,000, as claimed by the 
commission. 


Phone Rehearing 


, = state public service commission late 
last month directed that a rehearing be 
held in a proceeding in which it recently or- 
dered the New York Telephone Company to 
make certain reductions in its rates for tele- 
phone service provided to and through hotels 
in New York state. The reductions and re- 
visions became effective January Ist, however, 
as previously ordered. 

The rehearing would be limited to the re- 
ceipt of evidence that was not available at the 
last hearing in the case and is being held at 
the request of the New York State Hotel As- 
sociation and the Hotel Association of New 
York City. 


Denies FPC Jurisdiction 


HE New York State Natural Gas Corpora- 

tion, in its answer to a complaint of the 
state public service commission, recently 
denied that the Federal Power Commission 
has any jurisdiction to change, modify, or set 
aside its rates. The company said that it “is 
not a public utility and has not devoted its 
property to the public service but is selling a 
commodity at wholesale to selected customers 
under private contract.” 

The state commission had alleged that the 
rates charged by the company for natural gas 
sold to the Central New York Power Cor- 
poration for mixing with manufactured gas 
were unjust and unreasonable and had asked 
that a différent rate be determined. 


North Carolina 


Rate Cut Announced 


A igreg ns ‘Commissioner Stanley Winborne 
on December 28th announced the Durham 
Public Service Company at Durham would re- 
duce its electric rates February lst to save 
customers an estimated $45,000 a year. 

The reduction was the second announced by 
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the commissioner for the Durham Company in 
1938, a cut last May having been estimated to 
save consumers $56,000 a year. 

Under the new scale, effective on meter read- 
ings on and after February Ist, the minimum 
residential charge will be $1 a month for 12 
kilowatt hours. The next 38 kilowatt hours will 
be at 4 cents each, with a rate of 2.5 cents a 
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kilowatt hour for all in excess of 50. A 5 per 
cent penalty may be imposed on delinquent 


accounts. _ . : 
Commercial users will get a reduction from 


$2.13 to $1.62 for 25 kilowatt hours ; from $3.25 
to $2.75 for 50 kilowatt hours; from $5.50 to $5 
for 100 kilowatt hours; and from $10 to $9.50 
for 200 kilowatt hours. 


Ohio 


Votes Bond Issue 


LEVELAND voters on December 21st ap- 
C proved, by a vote of two and a half to one, 
a $3,000,000 mortgage bond issue for expansion 
of the publicly owned utility. The majority, 
which was 53,462, was said to indicate a wave 
of resentment against the intervention of pri- 
vate utility interests in the city’s efforts to pro- 
vide the public with an efficient rate regulator 
and city institutions with low-cost power. 

By approving the bonds, the voters gave the 
“go” signal to the $5,500,000 expansion and re- 
habilitation program, toward which the Public 
Works Administration had pledged an out- 
right grant of $2,500,000. 

It was said the vote undoubtedly would be 
interpreted by the present strongly anti-utility 
city council as a mandate to give no quarter 
in the perennial quarrel between the city and 
the companies which have franchises to pro- 


vide the Cleveland public with electricity, gas, 
transportation, and communication services. 

This fact, as well as the fact that the public 
generally believed the Cleveland Electric II- 
luminating Company to be the real opposition 
to the bond issue, was expected to do much 
to break down the fairly pleasant relations that 
have existed between the city and the company 
for the last few years, and undoubtedly would 
have an effect on the negotiations over a new 
rate contract to take the place of the contract 
that expires next July. 

Furthermore, it was said it was not uniikely 
that the vote would be taken by the council as 
an indication that the public is municipal-own- 
ership-minded and would not be adverse to a 
publicly owned transportation system. 

The program, expected to take about a year 
and a half for completion, is designed to in- 
crease the light plant’s generating capacity 
from 50,000 kilowatts to 87,500 kilowatts. 


Oklahoma 


Ask Phone Refund 


HE state corporation commission last 

month received a formal petition from 
A. F. Sweeney and a group of other Tulsa resi- 
dents asking that $35,000 of last spring’s tele- 
phone rate refund, which under state law was 
earmarked for the general revenue fund, be 
returned instead to individual telephone sub- 
scribers. 


The group challenged constitutionality of the 
act, which sends 10 per cent of rate refunds in 
Oklahoma City and Tulsa to the treasury. 

The state supreme court recently rejected 
the group’s application for a writ of mandamus 
to force the commission to distribute the $35,- 
000, pointing out that other legal remedies had 
not been exhausted, and the suit was prema- 
ture. Sweeney said the latest action was a step 
in perfecting an appeal. 


Oregon 


tailed schedule of the new rates had not been 


Users to Benefit 


|B geo ps of profits of Eugene’s mu- 
nicipally owned water and light system 
will be spread out in 1939 to the extent of 
$76,500 to power and light users, it was re- 
vealed recently when the Eugene water board 
authorized cuts in rates to be effective after 
the January bills. 

Private users of power will save $65,000 in 
their costs for the year 1939 under the pro- 
gram, board officials estimated. The city of 
Eugene’s bill will be cut $5,000. 

Private water users will save $6,500. The de- 
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completed, according to J. W. McArthur, 
superintendent of Eugene utilities. 


Utility Executive Honored 


| rey T. Griffith, president of the Port- 
land Electric Power Company and its sev- 
eral subsidiaries, including the Portland Gen- 
eral Electric Company and the Portland Trac- 
tion Company, was recently named “Portland’s 
First Citizen for 1938” by the Portland Realty 
Board. 

For the past eleven years, the Portland 
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Realty Board has publicly singled out that citi- 
zen in its community who for outstanding pub- 
lic service in the current year and over a period 
of years has stood out from the crowd and 
been a wholesome example to others. 

The honor was conferred upon Mr. Griffith, 
it was said, not only for his constructive ef- 
forts in bringing about a program of co6pera- 
tion between the Federal power project at 


Bonneville and the existing private enterprises 
but also for his calm counsel in helping to 
solve knotty labor problems in other induys- 
tries during the past year. 

The committee likewise took cognizance of 
the heroic and successful effort made by Mr. 
Griffith in 1932 to return ownership and control 
of the Portland Electric Power Company to 
Oregon and the Northwest. 


¥ 


South Carolina 


Rate Cut Ordered 


nN annual saving of $204,000 for 23,448 cus- 
tomers of the Carolina Power & Light 
Company of Raleigh will result from new rate 
schedules ordered by the state public service 
commission, it was announced late in Decem- 
ber by Commission Chairman H. W. Scott. 
The new rates include a top of 3.9 cents a 
kilowatt hour with an average of slightly be- 
low 3 cents. Mr. Scott pointed out that this 
compared with a top rate of 10 cents and an 
average of 6 cents for this company as recently 


as six years ago. New rates will be effective in 
bills sent out February 3rd. 

The new rate was reported to be the lowest 
in this section of the nation. The reduction js 
expected to save annually $70,000 for residen- 
tial customers, $82,000 for commercial users, 
and $52,000 for textile consumers. The rates, 
it was said, were “brought about by confer- 
ence only.” 

The Carolina Company serves all of the Pee 
Dee section as far west as Kershaw and Ches- 
terfield counties, and as far south as Claren- 
don, Williamsburg, and Georgetown. 


Tennessee 


FPC Dismisses Application 


HE Federal Power Commission recently 

dismissed without prejudice an application 
of the Tennessee Valley Authority for ap- 
proval of parts of its agreement with the Gib- 
son County Electric Membership Corporation 
which would provide extension of credit by 
TVA. 

The commission said that data, information, 
and documents essential to proper considera- 
tion of the application were wanting and could 
not be submitted within the period of time for 
the approval requested. 

That part of the contract for which approval 
was sought provided for the extension of 
credit by the TVA to the corporation for the 
following specific purposes : 

1. Acquisition by the corporation of certain 
electric facilities now owned by Kentucky- 
Tennessee Light & Power Company, $225,000. 

2. Construction of rural transmission and 
distribution lines necessary to unite the facili- 
ties of the corporation into an efficient and 
integrated operating unit, $24,000. 

3. Rehabilitation and repair work by the 
corporation to the properties of the power 
company acquired, $70,000. 

The Tennessee Valley Authority applied for 
the approval of the contract with the Gibson 
County Corporation in so far as it related to 
the extension of credit for the three purposes 
specifically set forth. The contract also pro- 
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vided for acquisition by the corporation of 
facilities owned by West Tennessee Power & 
Light Company and by E. H. Wright & Com- 
pany. The application, however, did not apply 
to these, any request for approval of which 
would be specifically submitted later. 

To provide funds for the purposes set forth, 
the TVA proposed to issue bonds which would 
form part of an authorized series of $1,500,- 
000 to be dated December 15, 1938, to mature 
December 15, 1948, and to bear interest at the 
rate of 23 per cent per annum, payable semi- 
annually. Under the resolution of the TVA 
board of directors, the bonds could be sold only 
to the Secretary of the Treasury at the par 
value thereof plus accrued interest. 


Counties Seal Deal 


EPRESENTATIVES of seven west Tennessee 
R counties, including 26 cities and communi- 
ties, on December 28th completed necessary 
details to obtain TVA power through purchase 
of properties of the Kentucky - Tennessee 
Power & Light Company in the territory, in- 
volving the payment of $1,292,000, of waich 
$992,000 was in cash and $300,000 in bonds. 

The counties involved in the transaction 
were Henry, Carroll, Weakley, Gibson, Dyer, 
Obion, and Lake. The major cities involved 
were Paris, Huntingdon, McKenzie, and 
Ridgely, and also numerous communities with- 
in those counties. 
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The transaction marked the end of negotia- 
tions which began last March at a meeting of 
mayors and county officials in west Tennessee. 
Later that month, the power company officials 
reached a sales agreement with representa- 
tives of the counties and municipalities in- 
volved, and in October, after the purchase 


agreement had been completed, plans were 
made for consummation of the sale by Decem- 
ber 31st. 

In addition to the electric properties in the 
area, the towns of Paris, Huntingdon, Mc- 
Kenzie, and Ridgely acquired the water sys- 
tems formerly operated by the utility. 


Texas 


Hits Power Project 


Loop control offered by the Lower Colorado 
F River Authority at Buchanan dam was de- 
scribed as “incidental” and “unreliable” by 
Elliott Roosevelt in his weekly radio broadcast 
on December 23rd. Young Roosevelt declared 
the flood control of the dam and the power 
production purposes “work at almost exact 
odds with one another.” 

His own remarks were supplemented by 
those of R. E. Harding, president of the Fort 


Worth National Bank. In an interview with 
Harding, Roosevelt brought out the opinion 
that rates of municipally owned power distri- 
bution systems that buy from the authority 
may be “higher than private utilities if the tax 
exemptions for municipal plants are con- 
sidered.” 

Harding also declared “it would be more 
in the public interest for the authority to sell 
the power to the existing companies with the 
provision that all savings effected would be 
passed on to the public.” 


Virginia 


Threaten Receivership 


CITIZENS’ group last month threatened to 
A seek a Federal receivership against the 
Associated Gas and Electric Company of New 
York. The group contended that the New York 
holding company was preparing to compel the 


Virginia Public Service Company, which 
serves Alexandria and adjacent areas, to en- 
large its local power-producing facilities and 
award contracts for the proposed additions to 
contracting firms controlled by Associated Gas 


and Electric. Associated Gas controls the Vir- 
ginia utility through ownership of its common 
stock. 

Speaking for the group, F. A. Silcox, chief 
of the United States Forest Service, expressed 
hope that a preferred stockholders’ committee 
would be formed “to aid us.” Such a commit- 
tee, he held, would have grounds for seeking 
a Federal receivership “through which the 
grip of the New Yorkers could be broken and 
control really returned to Virginia, where it 
belongs.” 


Wisconsin 


Phone Charge Suspended 


HE order eliminating the 8-cent monthly 

charge for hand-set phone service by the 
Wisconsin Telephone Company was suspended 
indefinitely by the state public service commis- 
sion on December 19th. 

_ The commission suspended the order condi- 
tionally upon the company’s agreeing to set 
aside each month the amount of the hand-set 
charge for refund to customers. On the com- 
pany’s 95 exchanges, these charges amount to 
$125,000 a year. Suspension of the order was 
decided upon to avoid interference with a case 
pending on general rate reduction by the com- 
pany. The state supreme court has before it 
the state commission’s appeal from Judge A. C. 
Hoppmann’s decision last February nullifying 
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rate reductions ordered by the commission. 
These reductions total $4,000,000. 

The company has requested a rehearing on 
the October order eliminating hand-set charges. 
Rehearing was granted but no date set. 


Free Service Stopped 


HE state public service commission last 
month ordered the Fennimore Telephone 
Company, the Peoples’ Telephone Company, 
Mt. Hope, the Commonwealth Telephone 
Company, and the Boscobel Telephone Com- 
pany to discontinue free interexchange service. 
The companies must charge standard long- 
distance rates between communities in Grant, 
Crawford, Lafayette, Richland, Sauk, and 
Iowa counties, the commission said. 
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The Latest 
Utility Rulings 


Conflicting Position of Trustee for Bondholders 
Of Affiliated Companies 


I’ for any reason a trustee for bond- 
holders is in a position in which 
duties, interests, or loyalties may tend to 
interfere with the performance of its 
obligations, the trustee should be dis- 
qualified. If a financial institution is 
trustee for bondholders of a subsidiary 
corporation under one mortgage or deed 
of trust and for bondholders of the 
parent corporation under another mort- 
gage or deed of trust, there is such a con- 
flict of duties, interests, and obligations 
as to require the resignation of the 
trustee in one capacity. Such is the 
opinion of the Securities and Exchange 
Commission expressed in a report on the 
propriety of the Guaranty Trust Com- 
pany of New York being named trustee 
pursuant to the terms of a mortgage and 
deed of trust to secure first mortgage 
bonds of the Indiana General Service 
Company, a subsidiary of American Gas 
and Electric Company. 

Not only present conflicts but poten- 
tial conflicts must be considered, says the 
commission. The fact that the companies 
are in unusually strong financial condi- 
tion does not warrant or excuse a de- 
parture from sound financial principles. 
The principal purpose of the indenture 
and the indenture trustee is to provide 
for possible, in addition to probable, con- 
tingencies, since new issues of bonds are 


not ordinarily sold on the basis of pros- 
pective default. 

Responsibility of a trustee, said the 
commission, begins not merely from the 
time that the indenture is executed but 
during the drafting stages. The trustee is 
concerned with provisions relating to 
maintenance, depreciation, additional is- 
sues, and sinking funds, which are for- 
ever fixed by the instrument. When the 
life history of the bonds is projected, 
conflicting loyalties may be most em- 
barrassing to the trustee and detrimental 
to the interests of investors. 

The trustee, under the conventional 
form of indenture, may have very few 
duties but it does have important powers 
which it may exercise in its discretion for 
the benefit and protection of the security 
holders. 

Trustees under indentures have played 
an increasingly important part in cor- 
porate reorganizations. A trustee for 
a subsidiary corporation is impressed 
with the duty of protecting the bond- 
holders of that corporation. On the other 
hand, if it is also a trustee for bond- 
holders of a parent corporation, its in- 
terest in that capacity is to see that 
revenues of the subsidiary shall flow to 
the parent for the benefit of its bond- 
holders. Re Indiana General Service 
Co. (File No. 32-103). 


Wholesale Rates for Interstate Power Not Shown 
To Be Discriminatory 


COMPLAINT by a customer of the 
Philadelphia Electric Company 
charging that electric energy was being 
sold by that company under contract to 


JAN. 19, 1939 


‘ 


Delaware Power & Light Company at 
rates which did not meet production cost 
and that such sale imposed an excessive 
and unjust burden upon residential con- 
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sumers in Philadelphia was dismissed by 
the Federal Power Commission. The 
commission found that the interstate 
rates were not unreasonably low or less 
than the cost of generating, transmitting, 
and supplying electric energy, and, in 
fact, the rates provided a substantial re- 
turn on the investment. 

It was pointed out that the Federal 
Power Commission has no power or 
authority to remove unjust discrimina- 
tion which may be the result of rates 
charged by the Philadelphia Electric 
Company to its intrastate domestic con- 
sumers, to which class of consumers the 
complainant belonged. It was said by the 
commission : 

Section 206(a) of the Federal Power Act 
provides that when the Federal Power Com- 


mission finds that undue discrimination ex- 
ists, it shall fix, by order, the rates and 


& 


Restriction on Use of Proceeds of Security Issues 
eRe New York commission, in 


authorizing a telephone company to 
issue capital stock, stipulated that the 
proceeds should be applied solely and ex- 
clusively to the payment of certain ac- 
counts payable, to the conversion of cer- 
tain telephone exchanges, and to the 
furnishing of cash working capital. 
Chairman Maltbie said that any con- 
struction of the law so as to give the 
company the legal right to issue securi- 
ties proposed regardless of the purpose 
for which the proceeds were to be used 
was definitely not in the public interest. 
He said that he did not accept this as a 
proper interpretation of the law and that, 
since there had been no decision of the 
courts to this effect, until they had so 
ruled, he believed that the interest of 


charges to be thereafter observed and in 
force with respect to the sale or transmis- 
sion of electric energy subject to its juris- 
diction. The complaint says, in effect, that 
the rates and charges assessed and collected 
by Philadelphia Electric Company for elec- 
tric energy sold to Delaware Power & Light 
Company are too low and should be in- 
creased in order that discrimination against 
domestic consumers in Philadelphia may be 
removed. However, since it clearly appears 
to the commission that the interstate rates 
charged by Philadelphia Electric Company 
to Delaware Power & Light Company are 
not unreasonably low or less than the cost of 
generating, transmitting, and supplying elec- 
tric energy to Delaware Power & Light 
Company, and, in fact, provide a substantial 
return on the investment, it follows that 
there is no basis upon which to predicate a 
finding of undue discrimination under the 
provisions of the Federal Power Act. 


Jaspan v. Philadelphia Electric Co. 
(Docket No. IT-5461, Opinion No. 35). 


the public should be zealously protected. 

Commissioner Van Namee objected to 
the principle that the commission has 
power, under the circumstances, to de- 
termine the purposes for which the pro- 
ceeds of the sale of the stock should be 
used. He pointed out that the proposed 
stock had its basis in net additions to 
fixed capital in respect to which amount 
the company had not been reimbursed. 
His contention was that the section of 
the statute allowing the issuance of 
stock for capital expenditures did not 
permit the commission, in allowing the 
issuance of such stock, to order or direct 
the company where the proceeds of such 
stock should be applied. Re Upstate 
Telephone Corporation of New York 
(Case No. 9562). 


& 


Commission Lacks Judicial Powers over 


Dispute As to Water Rights 


Aa— by the Montana commis- 


{\ sion to set aside a writ of prohibi- 
tion issued by a lower court to prevent 
the commission from assuming jurisdic- 


tion of a controversy between certain 
farmers and the Montana Power Com- 
pany concerning water rights was dis- 
missed by the supreme court of Mon- 
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tana, which held that the commission had 
no jurisdiction over such matters. The 
farmers had filed a complaint with the 
commission alleging that they owned 
lands irrigable from the waters of a 
river, and that the power company un- 
reasonably and unlawfully stored water 
during the irrigation season, thereby de- 
priving the farmers of the natural flow 
of the river. There was no allegation 
that the water rights had been adjudi- 
cated by decree of a court. 

The court said that the relief sought 
had nothing to do with the regulation of 
public utilities as contemplated by the 
statutes. The statutes, it was said, were 
enacted for the benefit of the consum- 
ers of the utility’s products and not to 


N application by the Washington 
Railway & Electric Company, filed 
pursuant to § 3(a) (1) of the Public 
Utility Holding Company Act of 1935 
and Rule U-3A-1 of the General Rules 
and Regulations thereunder, seeking 
exemption from provisions of the act, 
was denied by the Securities and Ex- 
change Commission on the ground that 
Potomac Electric Power Company, a 
subsidiary, carried on a substantial part 
of its business outside of the District of 
Columbia, and, therefore, did not carry 
on its business “substantially in a single 
state.” 

The requirements for exemption are 
(1) that the applicant holding company 
and each of its public utility subsidiaries 
from which it directly or indirectly de- 
rives any material part of its income be 
organized under the laws of a single 
state, and (2) that the applicant holding 
company and every such subsidiary be 
predominantly intrastate in character 
and carry on their business substantially 
in a single state. 

The commission found that the appli- 
cant and its public utility subsidiaries 
met the first of these two requirements. 
The subsidiary electric company, like the 


arbitrate controversies between the utilj- 
ties and private persons. The legislature 
could not exercise judicial powers, act- 
ing through the commission or otherwise. 
The court continued : 


The commission in this case would have to 
adjudicate water rights in order to determine 
whether the Montana Power ‘Company was 
entitled to store the water, and this is an 
exercise of a power the commission could 
not and does not have. The remedy of the 
farmers is clearly a matter for the courts— 
the proper place to adjudicate water priori- 
ties and to enjoin the unlawful or unrea- 
sonable use of such waters. 


State ex rel. Public Service Commission 
et al. v. District Court of First Judicial 
Dist. in and for Lewis and Clark County 
et al. 84 P. (2d) 335. 


e 


Business Outside of State Prevents Exemption 
From Holding Company Registration 


parent corporation, was organized in the 
District of Columbia, which is a “state” 
within the definition of that term in the 
act. Another subsidiary, it was found, 
did not contribute materially to the ap- 
plicant’s income. The fact that the other 
subsidiary was organized in the state of 
Virginia rather than in the District of 
Columbia was consequently irrelevant. 

The commission declared that both 
subdivisions of the requirements, how- 
ever, must be met if the application is to 
be granted. It was found that the Poto- 
mac Electric Power Company furnishes 
substantial amounts of electricity to an- 
other subsidiary at the District of Colum- 
bia-Virginia boundary. The company 
also has an arrangement for interchange 
of energy with the generating system of 
Consolidated Gas, Electric Light & 
Power Company of Baltimore. The in- 
terchange is effected at a 60,000 kilovolt 
ampere transmission substation in Mary- 
land, reached by a 7-mile, 230,000-volt 
transmission line from the District of 
Columbia. Both the station and the lines 
are owned by Potomac Electric Power 
Company. The company also sells cur- 
rent to customers in Maryland. 

The amount of capital and effort de- 
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voted to and revenue produced by its 
business across state lines, whether con- 
sidered alone or in relation to the entire 
business of the company, was said to be 


& 


clearly “substantial.” Accordingly ex- 
emption was denied. Re Washington 
a & Electric Co. (File No. 31- 
115). 


Approval of Merger to Disentangle Leases 


pPROVAL Of the merger of three elec- 
tric utility companies into the Pub- 
lic Service Electric & Gas Company 
was granted by the Federal Power Com- 
mission where the advantages would out- 
weigh the disadvantages, although the 
commission criticized a bond issue for a 
long term incidental to the purchase. 
The merged companies had leased their 
facilities to the merging company under 
long-term leases. All of the companies 
were subsidiaries of the Public Service 
Corporation of New Jersey. 

The point was raised by the applicant 
that this merger was not subject to com- 
mission regulation because the merged 
companies were not public utilities 
within the meaning of the Federal Power 
Act, but the commission held that since 
the merging company was such a public 
utility it had jurisdiction. It stated: 

Since all the lessor companies with which 
we are here concerned own electric facilities 
constituting an integral part of a large inter- 
state network, and since the proposed trans- 
actions are true corporate mergers, it is un- 
necessary here to decide whether §203 would 
apply if the facilities were entirely detached 
and local in character and if they were being 
acquired by purchase instead of merger. 

The commission regarded the long- 
term leases from which the applicant 


sought to escape as altogether bad. It was 
said that from the public viewpoint they 
were vicious in principle, purporting to 
establish a set of public utility stock- 
holders with no responsibilities of man- 
agement or control and with a high yield 
insured in practical perpetuity on securi- 
ties which might have been issued out of 
all proportion to the actual legitimate 
original cost or value of the underlying 
properties. There was said to be no dis- 
agreement as to the desirability of put- 
ting an end to these leases. 

The commission, however, said that 
it did not relish the thought of approving 
bonds, even incidentally and by indirec- 
tion (for the commission has no jurisdic- 
tion over the proposed securities as 
such), which would not mature until the 
year 2037 and which would bear rates of 
interest far in excess of the rates at which 
the issuer could borrow money in the 
open market. The commission found no 
other way, however, to terminate the 
leases except by permitting the merger. 
Stockholders of the lessor companies had 
legal rights which had become vested, 
and they would not consent to the merger 
without getting the bonds. Re Public 
Service Electric & Gas Co. (Docket 
Nos. IT-5479, 5480, 5481). 


e 


Abandonment of Unprofitable Branch of Business 


is Billings Gas Company was 
authorized by the Montana com- 
mission to abandon its hot water heating 
equipment and service upon a showing 
that this branch of the company’s busi- 
ness was being operated at a loss and 
that if new equipment were installed, it 
could not reasonably be expected that the 
utility would receive a reasonable return 
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on such an expenditure. Prospective 
business was said to be highly unfavor- 
able and the patrons of the company 
would not be deprived of other facilities 
for heating since the company would 
provide gas for heating service after 
abandonment. 

The commission, after pointing out 
that it had jurisdiction to determine 
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whether or not a utility may abandon its 
service or a portion of its service, dis- 
cussed the obligation to continue such 
service in the passage which is quoted 
below: 


The devotion of property to public use 
carries with it the duty to serve the public, 
and the utility has no right to discontinue 
or abandon its service without the consent 
of the state. We might further point out that 
the mere fact that a part of the enterprise 
or part of the particular service rendered by 
a utility is not profitable is not in itself suff- 
cient justification for a nonperformance of 


its duties since the public welfare must be 
considered ... 

It must be understood that generally 
speaking a utility is not bound to continue 
operation at a loss if there is no reasonable 
prospect of profitable operation in the future 
or if such continuance will require cop. 
siderable investment from which no retum 
can reasonably be expected. 


In order to avoid injury to present 
customers during the approaching heat- 
ing season, it was provided that abandon- 
ment should not occur until the follow- 
ing June. Re Billings Gas Co. (Docket 
No. 2886, Report & Order No. 1734). 


Abandonment of By-product Heating Service 


EVERAL years ago when the Moun- 

tain States Power Company was 
generating its electric current locally it 
started to furnish heating service as a 
by-product from its generating plant. In 
later years, however, many of its cus- 
tomers discontinued service and the 
company began to take its supply of cur- 
rent from a transmission line. This re- 
sulted in all of the cost of the heating 
service being thrown upon the heating 
part. of the business. Under these cir- 
cumstances the Montana commission 
authorized abandonment of steam-heat 
service. 


7 


The commission said that it had here- 
tofore held that where a utility is not 
making a reasonable return on its invest- 
ment as to a portion of its service, and 
prospective business is highly unfavor- 
able in relation thereto, such a utility 
should be given the right to abandon its 
service, especially where abandonment 
will not be detrimental to the public wel- 
fare. 

Authority to abandon, however, was 
not to become effective until the end 
of the current heating season. Re Moun- 
tain States Power Co. (Docket No. 2882, 
Report & Order No. 1735). 


Legal Effect of Action by Closely 
Affiliated Companies 


HE Securities and Exchange Com- 

mission held that where three 
affiliated companies were in fact man- 
aged as a unit and intercorporate trans- 
actions were conducted among them 
merely as a matter of business conven- 
ience, §12(d) of the Public Utility 
Holding Company Act of 1935 was ap- 
plicable to a pledge of bonds by two of 
the companies acting indirectly through 
the third company, and that the commis- 
sion had jurisdiction of an application 
filed under that section. The commission 
in a footnote said: 


It is well established that where action is 
JAN. 19, 1939 


taken through a subsidiary corporation 
which is completely controlled and managed 
by its parent, the existence of separate legal 
entities may not prevent the act of the sub- 
sidiary corporation from being considered in 
effect the act of the parent. Thus in Chi- 
cago, M. & St. P. R. Co. v. Minneapolis 
Civic & Commerce Asso. (1918) 247 US. 
490, it was held that a corporation which 
held title to certain switching facilities was 
in fact an instrumentality of two railroads 
and that by causing this corporation to make 
certain charges for switching facilities, not 
made by the railroads as to similar facilities 
directly owned, the railroads were dis- 
criminating against the customers being 
served by these facilities and that an order 
of a state commission requiring the abate- 
ment of these charges was proper. Cf. also 
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United States v. Delaware, L. & W. R. Co. 
(1915) 238 U.S. 516; Lawrent v. Stites 
(1934) 71 F. (2d) 802, cert. den. (1934) 293 
U. S. 612; The Willem Van Driel, Sr. 
(U.S.C.C.A. 1918) 252 Fed. 35, 38, 39, cert. 
den. (1920) 248 U. S. 566; Luckenbach 


e 


Steamship Co. v. 
(U.S.C.C.A. 1920) 
den. 254 U. S. 644. 


Re Kentucky-Tennessee Light & Power 
Co. et al. (File Nos. 43-159, 56-14). 


Grace & Co. 
6 


W. R. 
67 Fed. 676, 681, cert. 


Minimum Rate for Motor Carriers 


HE California commission, in modi- 

fying minimum rates to be charged 
by radial highway common, highway 
contract, and city carriers operating in 
the Los Angeles drayage area, an- 
nounced certain principles governing the 
establishment of such rates. It was said 
that the practice of assessing rates with- 
out regard to transportation characteris- 
tics has certain unsatisfactory aspects. 
It was said: 

The two principal faults underlying the 
flat rate basis are (1) that such a rate plan 
tends toward uncertainty in that no shipper 
can know what rates his competitor is pay- 
ing, and (2) that one shipper will pay more 
or less than another shipper for identical 
service, depending upon the quantity and 
type of other traffic which one or the other 
may have available for shipment over a 
period of time. 


The goal of a stabilized, reasonable, 
nondiscriminatory, and compensatory 
rate structure, said the commission, can 
best be achieved by predicating minimum 
rates upon the transportation character- 


& 


istics of each haul rather than upon the 
aggregate operations of individual car- 
riers or shippers. ‘The establishment of 
rates to conform to the operations of 
carriers whose services are only inci- 
dental to other activities and who allo- 
cate a large part of the overhead ex- 
penses to those other activities, declared 
the commission, would unduly prejudice 
carriers engaged exclusively in perform- 
ing transportation services, and would 
jeopardize the adequacy and stability of 
the transportation system. 

Moreover, the commission ruled that 
when a large number of shipments are 
tendered to a carrier at one time and at 
one point, separate bills of lading or ship- 
ping orders are unnecessary. Manifest 
freight bills may be used, provided they 
contain all the information necessary to 
a determination of the applicable charges. 
Re Rates, Rules, Classifications, and 
Regulations for the Transportation of 
Property (Decision No. 31417, Case No. 
4121). 


Joint Rates of Motor Carriers 


Ei Connecticut commission adopted 
rules and regulations providing (1) 
that a motor common carrier may par- 
ticipate in a joint rate with one or more 
motor common carriers, but only as to 
fixed route transportation service, be- 
yond the authorized territory of such 
carrier into the authorized territory of 
such other carrier or carriers, the joint 
rates, with transfer points and names of 
transferring carriers, to be shown in one 
tariff only; (2) that a motor common 
carrier and a motor contract carrier may 
not participate in a joint rate; (3) that a 
motor common carrier shall pay for 
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transportation service performed for it 
at the filed rate of the transporting car- 
rier. 

The commission discussed the prin- 
ciple of joint and through rates ap- 
plicable to railroad carriers and said that 
this principle had been transferred to 
motor truck rates without substantial 
change. The commission, however, did 
not find that the reasons in support of 
such rates applied to motor carriers to 
the same extent that they did to railroad 
carriers. The commission said concern- 
ing the transactions affected by these new 
rules and regulations: 
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The decision of the first carrier between 
truck operation to the ultimate destination 
and reshipment through the facilities of 
another carrier rests entirely on sound busi- 
ness judgment. No obligations of a common 
carrier are of a nature to deprive the second 
carrier of any election as to the acceptance 
or rejection of such a shipment. The rela- 
tion between two carriers under such cir- 
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cumstances is actually that of shipper anq 
carrier. Though it has been argued that 
business so acquired is of value to the 
second carrier, it is clear that the question 
of profit or loss from such shipments mus 
depend upon conditions which the second 
carrier can neither anticipate nor control, 


Re Amendment 4 to Docket No. 6275. 


7 


Other Important Rulings 


HE Montana commission dismissed 

a complaint against gas rates with 
the statement that the mere filing of a 
complaint, whether formal or informal, 
is not in itself sufficient to authorize the 
commission to reduce rates. Petitions 
signed by consumers asking reductions 
were said not in themselves to be evi- 
dence, and they should not be considered, 
since to consider them is to deprive the 
opposing party of its right of cross-ex- 
amination. Residents of Miles City v. 
Montana-Dakota Utilities Co. (Docket 
No. 2738, Report and Order No. 1725). 


The Federal Communications Com- 
mission, in denying an application for 
a permit to construct a broadcast sta- 
tion, said that there is a presumption that 
adequate broadcast service is being ren- 
dered by existing stations which furnish 
the primary broadcast service, where the 
record fails to show unsatisfactory serv- 
ice or programs unattractive to the 
listening audience. Re State Broadcast- 
ing Corp. (Docket No. 4915). 


The Federal Communications Com- 
mission, in denying authority for 
broadcast facilities, said that the mere 
desire of commercial organizations for 
a low rate transmitting service for radio 
advertising does not of itself justify the 
granting of additional facilities. Re 
Pawtucket Broadcasting Co. (Docket 
No. 4990). 


The Wisconsin commission, in hold- 
ing that toll rates should be estab- 


Note.—The cases above referred to, where 


lished for telephone service between cer- 
tain exchanges on the ground that free 
interexchange service was unlawful and 
discriminatory, said that the commission 
had generally considered free interex- 
change service as being justified only 
where a substantial community of inter- 
est is bound to exist and where such serv- 
ice is warranted for the rates already in 
effect. Re Fennimore Teleph. Co. (2-U- 
1324). 


The Wisconsin commission, in fixing 
rates for a municipal electric util- 
ity, held that an investment in appliances 
should not be included in the rate base, 
since the utility was required to treat its 
appliance business as an enterprise en- 
tirely separate from its public utility 
business. Re Menasha (2-U-1280). 


The Montana commission, in deny- 
ing authority to substitute custodian 
service in lieu of agency service at 
a railroad station, said that prospective 
business conditions should be considered 
in determining whether or not the loss of 
revenue at a station should be taken into 
consideration ; that the commission may 
require a railroad to maintain a station 
and to furnish essential accommodations 
even though a loss will be sustained in 
connection therewith if the maintenance 
of such a station and the furnishing oi 
essential accommodations and _ facilities 
are reasonably necessary for the public 
convenience. Re Chicago, Burlington & 
Quincy Railroad Co. (Docket No. 2885, 
Report and Order No. 1733). 


decided by courts or regulatory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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CONSOL. EDISON CO. OF N. Y., INC. v. NAT. LAB. REL. BD. 


UNITED STATES SUPREME COURT 


Consolidated Edison Company of New 
York, Incorporated, et al. 


Vv 


National Labor eluions Board et al. 


[Nos. 19, 25.] 
(305 U. S. —, 83 L. ed. —, 59 S. Ct. 206.) 


Interstate commerce, § 1 — Powers of Federal government — Operations of local 
importance. 


1. The fact that the predominant intrastate activities of electric utilities 
are of vast concern to the people of a city and a state does not mean that 
they do not also involve the interests of interstate and foreign commerce 
in such a degree that the Federal government is entitled to intervene for 
their protection, p. 165. 


Interstate commerce, § 22 — Federal jurisdiction — Interstate service to interstate 
and foreign agencies. 
2. Activities of utilities in supplying electricity to interstate carriers, in- 
terstate tunnels, piers of ocean carriers, interstate telegraph and telephone 
companies, an aviation field, and to the Federal government for lighthouses, 
beacons, and government buildings, are matters of Federal concern although 
conducted within a state in connection with utility activities which are pre- 
3 dominantly intrastate, p. 165. 
— Labor, § 2 — Powers of Congress — Preventive measures — Industrial strife — 
y, 161; Disruption of commerce. 
r prac- 3. Congress is entitled to provide reasonable measures to prevent a disrup- 
tion of commerce through industrial strife due to unfair labor practices in- 
urriers, stead of awaiting such disruption before intervening, p. 165. 


board, Labor, § 2 — Scope of Federal act — Constitutional bounds — Injury to com- 
merce. 

161; 4. The unfair labor practices which the National Labor Relations Act pur- 
arnt ports to reach are those affecting interstate and foreign commerce (aside 
ger from commerce within a territory or the District of Columbia) ; and, in 
y, 161; determining the constitutional bounds of the authority conferred upon the 
d, 161. National Labor Relations Board, the criterion is the effect upon interstate 

or foreign commerce, not the source of the injury, p. 165. 
Interstate commerce, § 83 — Jurisdiction of Federal Board — Local public utili- 
ties — Effect of operations on interstate commerce. 
5. The National Labor Relations Board has jurisdiction over charges that 
intrastate electric utility companies are violating the National Labor Rela- 
tions Act, although the activities of these companies are predominantly in- 
trastate, if they supply electricity to Federal agencies and agencies engaged 


161 26 P.U.R.(N.S.) 


, 201; 
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in foreign and interstate commerce, with the consequence that industrial 
strife due to unfair labor practices interrupting such service would disrupt 
interstate and foreign commerce, p. 165. 


Procedure, § 27 — Validity of hearing — Amendment of pleading. 
6. Discretionary rulings on the amendment of a complaint to conform the 
pleadings to the proof afford no ground for challenging the validity of a 
hearing, p. 168. 


Appeal and review, § 56 — Grounds for reversal — Exclusion of evidence — 
Effect of failure to apply to court. 

7. An order of the National Labor Relations Board requiring a public 
utility company to reémploy an employee found by the Board to have been 
improperly dismissed for labor activities, in violation of provisions of the 
National Labor Relations Act, should not be reversed on the ground that 
the Board unreasonably and arbitrarily denied leave to the company to intro- 
duce certain evidence as to the circumstances surrounding his discharge if 
the company has not applied to the court for the taking of additional evi- 
dence as it might under § 10 (e) of the act, p. 168. 


Constitutional law, § 20 — Due process — Hearing — National Labor Relations 
Board. 

8. Alleged errors committed by the National Labor Relations Board be- 
cause of the transfer of a proceeding to the Board and its determination 
without an intermediate report or opportunity for hearing upon proposed 
findings were held not to have deprived employers of procedural due process, 
although the Board did not follow the better practice, where no basis 
was found for concluding that the issues and contentions were not clearly 
defined and that the employers were not fully advised of them, p. 168. 


Appeal and review, § 15 — Review of findings — Support by evidence. 
9. A statute providing that the findings of the Board as to the facts, if 
supported by evidence, shall be conclusive means supported by substantial 
evidence, and substantial evidence is more than a mere scintilla, p. 170. 


Appeal and review, § 74 — Interpretation of decision — Evidence to support 
finding. 

10. A court, in saying that the record of proceedings before a board was 
not “wholly barren of evidence” to sustain a finding, referred to substantial 
evidence, p. 170. 

Labor, § 11 — Unfair practices — Practices discontinued. 
11. The Board is entitled to bar the resumption of unfair labor practices 
of an employer although such practices have been voluntarily discontinued, 
p. 170 

Parties, § 16 — Necessary parties — Labor union — Setting aside of contract. 


12. A labor union having valuable and beneficial interests in contracts 
entered into with an employer is entitled to notice and hearing before such 
contracts can be set aside by the National Labor Relations Board, p. 
172. 

Procedure, § 14 — Scope of proceeding — Matters affecting parties not present 

— Duty to intervene — Labor contracts. 

13. Unions having a contract with an employer which is being investigated 
by the National Labor Relations Board are not under a duty to intervene 
before the Board in order to safeguard their interests under their labor con- 
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tracts, when they have not been put upon notice that the validity of the 
contracts is under attack, p. 172. 

Procedure, § 13 — Scope of proceeding — Labor Board investigation — Union 

contracts. 

14. Contracts between electric utility companies and a labor union are not 
necessarily in issue in an investigation of a complaint against unfair 
labor practices when the complaint fails to assail the contracts, p. 172. 

Labor, § 2 — Powers of Federal Board — Invalidation of contract. 
15. The National Labor Relations Act gives no express authority to the 
National Labor Relations Board to invalidate contracts between an em- 
ployer and independent labor organizations, p. 172. 

Labor, § 2 — Powers of Federal Board — Infliction of penalty. 
16. Statutory authority conferred upon the National Labor Relations Board 
to take such affirmative action as will effectuate the policies of the National 
Labor Relations Act does not go so far as to confer a punitive jurisdiction 
enabling the Board to inflict upon an employer any penalty it may choose 
because he is engaged in unfair labor practices, even though the Board 
be of the opinion that the policies of the act may be effectuated by such an 
order, p. 172. 

Labor, § 8 — Union contracts — Rights of employees — Pending proceedings 

before Board. 
17. The right of employees to bargain collectively through representatives of 
their own choosing and to enter into contracts with an employer is not 
suspended during the pendency of a proceeding before the National Labor 
Relations Board on complaint against alleged unfair practices of the em- 
ployer, p. 172. 
(Butter and McReynotps, JJ., concur in separate opinion; REED and 
Brack, JJ., concur in part and dissent in part.) 


[December 5, 1938.] 
\ \ Jrits of certiorari to the Circuit Court of Appeals for the 


Second Circuit to review a decree enforcing an order of 
the National Labor Relations Board against electric utility 
companies in an investigation of alleged unfair labor practices; 
decree modified and as so modified affirmed. For decision by 
Circuit Court, see 22 P.U.R.(N.S.) 478, and for decision by 

Board, see 22 P.U.R.(N.S.) 401. 


¥ 


APPEARANCES: Wm. L. Ransom, National Labor Relations Board; 


of New York city, for petitioners 
Consolidated Edison Co. and others; 
Isaac Lobe Straus, of Baltimore, Md., 
Joseph A. Padway, of Milwaukee, 
Wis., and Claude A. Hope, of New 
York city, for petitioners Internation- 
al Brotherhood of Electrical Workers 
and others; Homer S. Cummings, At- 
torney General, and Charles Fahy, of 
Washington, D. C., for respondent 


Homer S. Cummings, Attorney Gen- 
eral, and Louis B. Boudin, of New 
York city, for respondent-intervener 
United Electrical and Radio Workers 
of America. 


Mr. Chief Justice HuGuHes deliv- 
ered the opinion of the court: The 
United Electrical and Radio Work- 
ers of America, affiliated with the 
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Committee for Industrial Organiza- 
tion, filed a charge, on May 5, 1937, 
with the National Labor Relations 
Board that the Consolidated Edison 
Company of New York and its affli- 
ated companies were interfering with 
the right of their employees to form, 
join, or assist labor organizations of 
their own choosing and were contrib- 
uting financial and other support, in 
the manner described, to the Interna- 
tional Brotherhood of Electrical 
Workers, an affiliate of the American 
Federation of Labor. The Board is- 
sued its complaint and the employing 
companies, appearing specially, chal- 
lenged its jurisdiction. On the denial 
of their request that this question be 
determined initially, the companies 
filed answers reserving their jurisdic- 
tional objections. After the taking of 
evidence before a trial examiner, the 
proceeding was transferred to the 
Board which on November 10, 1937, 
(22 P.U.R.(N.S.) 401) made its 
findings and order. 


The order directed the companies 
to desist from labor practices found 
to be unfair and in violation of § 8 
(1) and (3) of the National Labor 
Relations Act,! directed reinstatement 
of six discharged employees with back 
pay, and required the posting of no- 
tices to the effect that the companies 
would cease the described practices and 
that their employees were free to join 
or assist any labor organization for the 
purpose of collective bargaining and 
would not be subject to discharge or 
to any discrimination by reason of 
their choice. 4 .N. L. R. B. 71. 

It appeared that between May 28, 
1937, and June 16, 1937, the compa- 


nies had entered into agreements with 
the International Brotherhood of Elec- 
trical Workers and its local unions, 
providing for the recognition of the 
Brotherhood as the collective bargain- 
ing agency for those employees who 
were its members, and containing ya- 
rious stipulations as to hours, working 
conditions, wages, etc., and for arbi- 
tration in the event of disputes. The 
Board found that these contracts were 
executed under such circumstances 
that they were invalid and required 
the companies to desist from giving 
them effect. Id. At the same time 
the Board decided that the companies 
had not engaged in unfair labor prac- 
tices within the meaning of § 8(2) of 
the act.2. That clause makes it an un- 
fair labor practice to “dominate or 
interfere with the formation or ad- 
ministration of any labor organization 
or contribute financial or other sup- 
port to it.” Accordingly the order 
dismissed the complaint, so far as it 
alleged a violation of § 8(2), without 
prejudice. Id. 


The companies petitioned the cir- 
cuit court of appeals to set aside the 
order and a petition for the same pur- 
pose was presented by the Brotherhood 


and its locals. These labor organiza 
tions had not been parties to the pro- 
ceeding before the Board but inter- 
vened in the circuit court of appeals as 
parties aggrieved by the invalidation 
of their contracts. The Board in turn 
asked the court to enforce the order. 
The United Electrical and Radio 
Workers of America appeared in sup- 
port of the Board. The court grant- 
ed the Board’s petition. Consolidat- 
ed Edison Co. v. National Labor Re 





1[July 5, 1935] 49 Stat. at L. 449, Chap. 
372; 29 USCA §§ 158(1) (3). 
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lations Board (1938) 95 F. (2d) 390, 
22 P.U.R.(N.S.) 478. We issued 
writs of certiorari upon applications 
of the companies (No. 19) and of 
the Brotherhood and its locals (No. 
25). May 16, 1938. 

The questions presented relate (1) 
to the jurisdiction of the Board; (2) 
to the fairness of the hearing; (3) to 
the sufficiency of the evidence to sus- 
tain the findings of the Board with 
respect to coercive practices, discrimi- 
nation, and the discharge of em- 
ployees; and (4) to the invalidation 
of the contracts with the Brotherhood 
and its locals. 

The pertinent facts will be consid- 
ered in connection with our discus- 
sion of these questions. 

[1-5] First. The jurisdiction of 
the Board. That is, was the proceed- 
ing within the scope of its authority 
The petitioning 
integrated 
With the exception of one 
company which maintains under- 
ground ducts for electrical conductors 
in New York city, they are all public 
utilities engaged in supplying electric 
energy, gas, and steam (and certain 
by-products) within that city and ad- 
jacent Westchester county. The en- 
terprise is one of great magnitude. 
The companies serve over 3,500,000 
electric and gas customers—a large 
majority using the service for resi- 
dential and domestic purposes. In 
1936 the companies supplied about 
97.5 per cent of the total electric ener- 
gy sold in the city of New York and 
about 100 per cent of that sold in 
Westchester county. They do not sell 
for resale without the state. They 
have ahout 42,000 employees, their 
total payrolls in 1936, with retirement 


validly conferred? 
companies constitute an 
system. 


annuities and separation allowances, 
amounting to nearly $82,000,000. 
Petitioners urge that these predomi- 
nant intrastate activities, carried on 
under the plenary control of the state 
of New York in the exercise of its 
police power, are not subject to Fed- 
eral authority. It does not follow, 
however, because these operations of 
the utilities are of vast concern to the 
people of the city and state of New 
York, that they do not also involve 
the interests of interstate and foreign 
commerce in such a degree that the 
Federal government was entitled to 
intervene for their protection. For 
example, the governance of the intra- 
state rates of a railroad company may 
be of great importance to the state 
and an appropriate object of the ex- 
ertion of its power, but the Federal 
government may still intervene to pro- 
tect interstate commerce from injury 
caused by intrastate operations and to 
that end may override intrastate rates 
and supply a dominant Federal rule. 
The Shreveport Case (Houston, E. 
& W. T. R. Co. v. United States 
[1914]) 234 U. S. 342, 58 L. ed. 
1341, 34 S. Ct. 833; Wisconsin R. 
Commission v. Chicago, B. & Q. R. 
Co. 257 U. S. 563, 66 L. ed. 371, 
P.U.R.1922C, 200, 42 S. Ct. 232, 22 
A.L.R. 1086; New York v. United 
States, 257 U. S. 591, 66 L. ed. 385, 
P.U.R.1922C, 455, 42 S. Ct. 239. See, 
also, National Labor Relations Board 
v. Jones & Laughlin Steel Corp. 
(1937) 301 U. S. 1, 37-41, 81 L. ed. 
893, 57 S. Ct. 615, 108 A.L.R. 1352. 
In the present instance we may lay 
on one side, as did the circuit court 
of appeals, the mere purchases by the 
utilities of the supplies of oil, coal, etc., 
although very large, which come from 
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without the state and are consumed 
in the generation and distribution of 
electric energy and gas. Apart from 
those purchases, there is undisputed 
and impressive evidence of the depend- 
ence of interstate and foreign com- 
merce upon the continuity of the serv- 
ice of the petitioning companies. They 
supply electric energy to the New York 
Central Railroad Company, the New 
York, New Haven and Hartford Rail- 
road Company, and the Hudson and 
Manhattan Railroad Company (oper- 
ating a tunnel service to New Jersey) 
for the lighting and operation of pas- 
senger and freight terminals, and for 
the movement of interstate trains. 
They supply the Port of New York 
Authority with electric energy for the 
operation of its terminal and the Hol- 
land tunnel. They supply a majority 
of the piers of trans-Atlantic and 
coastal steamship companies along the 
North and East rivers, within the city 
of New York, for lighting, freight 
handling, and related uses. They serve 
the Western Union Telegraph Com- 
pany, the Postal Telegraph Company, 
and the New York Telephone Com- 
pany with power for transmitting and 
receiving messages, local and inter- 
state. They supply electric energy for 
the trans-Atlantic radio service of the 
Radio Corporation of America. They 
provide electric energy for the Floyd 
Bennett Air Field in Brooklyn for 
various purposes, including field il- 
lumination, a radio beam, and obstruc- 
tion lighting. Under contracts with 
the Federal government they supply 
electric energy for six lighthouses and 
eight beacon or harbor lights; also 
light, heat, and power for the general 
post office and branch post offices, the 
United States Barge Office, the Cus- 
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toms House,. appraisers’ warehouse, 
and various Federal office buildings, 

It cannot be doubted that these ac- 
tivities, while conducted within the 
state, are matters of Federal concern, 
In their totality they rise to such a de- 
gree of importance that the fact that 
they involve but a small part of the 
entire service rendered by the utilities 
in their extensive business is immate. 
rial in the consideration of the exist- 
ence of the Federal protective power. 

The effect upon interstate and for- 
eign commerce of an_ interruption 
through industrial strife of the service 
of the petitioning companies was 
vividly described by the circuit court 
of appeals in these words: “Instantly, 
the terminals and trains of three great 
interstate railroads would cease to op- 
erate ; interstate communication by tel- 
egraph, telephone, and radio would 
stop ; lights maintained as aids to navi- 
gation would go out; and the business 
of interstate ferries and of foreign 
steamships, whose docks are lighted 
and operated by electric energy, would 
be greatly impeded. Such effects we 
cannot regard as indirect and remote.” 
(1938) 95 F. (2d) 390, 394, 22 
P.U.R.(N.S.) 478, 483. 

If industrial strife due to unfair 
labor practices actually brought about 
such a catastrophe, we suppose that 
no one would question the authority 
of the Federal government to inter- 
vene in order to facilitate the settle- 
ment of the dispute and the resump- 
tion of the essential service to inter- 
state and foreign commerce. But it 
cannot be maintained that the exertion 
of Federal power must await the dis- 
ruption of that commerce. Congress 
was entitled to provide reasonable pre- 
ventive measures and that was the ob- 
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rect of the National Labor Relations 
Act, 29 USCA § 151 et seq. 

Congress did not attempt to deal 
with particular instances. It created 
for that purpose the National Labor 
Relations Board. In conferring au- 
thority upon that Board, Congress had 
regard to the limitations of the con- 
stitutional grant of Federal power. 
Thus, the “commerce” contemplated 
by the act (aside from that within a 
territory or the District of Colum- 
bia) is interstate and foreign com- 
merce. The unfair labor practices 
which the act purports to reach are 
those affecting that commerce. Sec- 
tion 10(a).* In determining the con- 
stitutional bounds of the authority con- 
ferred, we have applied the well-set- 
tled principle that it is the effect upon 
interstate or foreign commerce, not 
the source of the injury, which is the 
criterion. It is not necessary to re- 
peat what we said upon this point in 
the review of our decisions in the case 
of National Labor Relations Board v. 
Jones & Laughlin Steel Corp. supra. 
And whether or not particular action 
in the conduct of intrastate enterprises 
does affect that commerce in such a 
close and intimate fashion as to be 
subject to Federal control, is left to 
be determined as individual cases 
arise. Id., see, also Santa Cruz Fruit 
Packing Co. v. National Labor Rela- 
tions Board (1938) 303 U. S. 453, 
466, 82 L. ed. 954, 58 S. Ct. 656. 


Petitioners urge that the legislature 
of New York has enacted comprehen- 
sive and adequate measures to protect 
against the interruption of petitioners’ 
services through labor disputes. Not 
only has the state long had legislation 


relating to the operations of public 
utility companies (Public Service 
Law) but the legislature has recently 
enacted the New York State Labor 
Relations Act (Laws of 1937, Chap. 
443, effective July 1, 1937; Art. 20 of 
the Labor Law) which provides a com- 
plete supervision of labor relations for 
employers in intrastate enterprises 
similar to that set up by the National 
Labor Relations Act with respect to 
interstate or foreign commerce. The 
state act, with added details, follows 
closely the national act. The state act 
provides for collective bargaining, in- 
cluding the conduct of elections to de- 
termine the representation of em- 
ployees, and empowers the state La- 
bor Relations Board to prevent unfair 
labor practices. In seeking to avoid 
a clash with Federal authority, the 
state act is made inapplicable “to the 
employees of any employer who con- 
cedes to and agrees with the Board 
that such employees are subject to 
and protected by the provisions of the 
National Labor Relations Act or the 
Federal Railway Labor Act.” * It is 
manifest that the enactment of this 
state law could not override the con- 
stitutional authority of the Federal 
government. The state could not add 
to or detract from that authority. But 
it is also true that where the employ- 
ers are not themselves engaged in in- 
terstate or foreign commerce, and the 
authority of the National Labor Rela- 
tions Board is invoked to protect that 
commerce from interference or injury 
arising from the employers’ intrastate 
activities, the question whether the 
alleged unfair labor practices do ac- 
tually threaten interstate or foreign 





829 USCA § 160(a). 


New York State Labor Relations Act, 
§ 715. 
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commerce in a substantial manner is 
necessarily presented. And in deter- 
mining that factual question regard 
should be had to all the existing cir- 
cumstances including the bearing and 
effect of any protective action to the 
same end already taken under state 
authority. The justification for the 
exercise of Federal power should clear- 
ly appear. Florida v. United States 
(1931) 282 U. S. 194, 211, 75 L. ed 
291, 51 S. Ct. 119. But the question 
in such a case would relate not to the 
existence of the Federal power but 
to the propriety of its exercise on a 
given state of facts. 


In the instant case, not only was 
this proceeding instituted before the 
New York Labor Relations Act be- 
came effective but, so far as appears, 
no proceedings have been taken under 
it in relation to the unfair labor prac- 


tices here alleged. For the present 
purpose, it is sufficient to say that 
there has been no exertion of state 
authority which can be taken to re- 
move the need for the exertion of Fed- 
eral authority to protect interstate and 
foreign commerce. The exercise of 
the Federal power to protect interstate 
and foreign commerce from injury 
does not depend upon a clash with 
state action and need not await the 
exercise of state authority. 

We conclude that the Board had 
authority to entertain this proceeding 
against the petitioning companies. 

[6-8] Second. The fairness of 
the hearing,—procedural due process. 
Apart from the action of the Board 
with respect to the Brotherhood con- 
tracts, which we shall consider sepa- 
rately, the contentions under this head 
relate (1) to amendments of the com- 
plaint, (2) to the refusal to hear cer- 
26 P.U.R.(N.S.) 


tain witnesses, and (3) to the trans- 
fer of the proceeding to the Board 
and its determination without an in- 
termediate report or opportunity for 
hearing upon proposed findings. 

The original complaint related to 
the discharge of five employees and 
alleged unfair labor practices in the 
employment of industrial spies and 
undercover operatives, in allowing em- 
ployees to solicit membership in the 
Brotherhood during working hours 
and on the property of the companies, 
in compensating such employees while 
so engaged and in furnishing them of- 
fice space and financial assistance while 
refusing such privileges to the United, 
and generally in coercion of the em- 
ployees to join the Brotherhood. The 
amendments were made from time to 
time in the course of the hearing. In 
particular, they added another em- 
ployee to those alleged to have been 
wrongfully discharged and supplied 
an omitted allegation that the other 
unfair labor practices affected com- 
merce. At the close of the evidence 
the trial examiner granted a motion to 
conform the pleadings to the proof on 
the statement of the attorney for the 
Board that no important change was 
intended and that the amendment was 
sought merely to make more definite 
and certain what appeared in the com- 
plaint. These were discretionary rul- 
ings which afford no ground for chal- 
lenging the validity of the hearing. 

A more serious question grows out 
of the refusal to receive the testimony 
of certain witnesses. The taking of 
evidence began on June 3, 1937, and 
was continued from time to time un- 
til June 23rd when the attorney for the 
Board unexpectedly announced that 
its case would probably be closed on 
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the following day. At that time the 
Board completed its proof, with the 
reservation of one matter, and at the 
request of the companies’ counsel the 
hearing was adjourned until July 6th 
in order that Mr. Carlisle, the chair- 
man of the board of trustees of the 
Consolidated Edison Company, and 
Mr. Dean, the vice president of one 
of its affiliates, who were then unavail- 
able, could testify. In response to the 
examiner’s inquiry, the companies’ 
counsel stated that the direct exami- 
nation of all witnesses on their behalf 
would not occupy more than a day. 
On July 6th the testimony of Mr. 
Carlisle and Mr. Dean was taken and 
the companies also offered the testi- 
mony of two other witnesses (then 
present in the hearing room) in rela- 
tion to the discharge of the employee 
with respect to whom the complaint 
had been amended as above stated. 
The examiner refused to receive this 
testimony following a ruling of the 
Board (made in the course of corre- 
spondence with the companies’ coun- 
sel during the adjournment) to the 
effect that no other testimony than 
that of Mr. Carlisle and Mr. Dean 
would be received on the adjourned 
day. An offer of proof was made 
which showed the testimony to be 
highly important with respect to the 
reasons for the discharge. It was 
brief and could have been received at 
once without any undue delay in the 
closing of the hearing. 

We agree with the circuit court of 
appeals that the refusal to receive the 
testimony was unreasonable and arbi- 
trary. Assuming, as the Board con- 


tends, that it had a discretionary con- 
trol over the conduct of the proceed- 
ing, we cannot but regard this action 
as an abuse of discretion. But the 
statute did not leave the petitioners 
without remedy. The court below 
pointed to that remedy, that is, to ap- 
ply to the circuit court of appeals for 
leave to adduce the additional evi- 
dence; on such an application and a 
showing of reasonable grounds the 
court could have ordered it to be 
taken. Section 10(e)(f).° Petition- 
ers did not avail themselves of this 
appropriate procedure. 

Shortly after the evidence was 
closed, the counsel for the petitioning 
companies filed a brief with the trial 
examiner. Several weeks later, on Sep- 
tember 29th, the proceeding was trans- 
ferred to the Board. The examiner 
made no tentative report or findings 
and there was no opportunity for a 
hearing before the Board itself. It 
must be assumed, however, that the 
brief for the companies was trans- 
mitted to the Board and was consid- 
ered by it in making its decision. The 
Board contends that the companies 
submitted their brief without asking 
for an oral argument, as contemplated 
by the Board’s rule (Rule 29), or for 
an intermediate report, and hence that 
they are not in a position to complain 
on either score. The Board also in- 
sists that after the transfer of the pro- 
ceeding, it was within the discretion 
of the Board to adopt any one of the 
courses of procedure enumerated in 
its rule (Rule 38)°® of which petition- 
ers were informed by the service of a 
copy of the Board’s rules at the be- 





529 USCA § 160(e) (f). 

® Rules 37 and 38 are as follows: 

Section 37. Whenever the Board deems it 
necessary in order to effectuate the purposes 
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of the act, it may permit a charge to be filed 
with it, in Washington, D. C., or may, at 
any time after a charge has been filed with a 
regional director pursuant to § 2 of this ar- 
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ginning of the proceeding. Petition- 
ers say that at the very outset they had 
asked, on their special appearance, for 
a hearing before the Board upon the 
question of its jurisdiction and that all 
proceedings be transferred to the 
Board, and that the rules induced the 
belief that after the transfer to the 
Board at the close of the evidence there 
would be further proceedings at which 
they would be heard. But we cannot 
say that the rules justified that expec- 
tation or dispensed with the necessity, 
after the transfer, of a suitable request 
by the petitioners for such additional 
hearing as they desired. It does not 
appear that such request was made. 

It cannot be said that the Board did 
not consider the evidence or the peti- 
tioners’ brief or failed to make its own 
findings in the light of that evidence 
and argument. It would have been 


better practice for the Board to have 
directed the examiner to make a ten- 
tative report with an opportunity for 


exceptions and argument thereon. 


But, aside from the question of the 
Brotherhood contracts, we find no 
basis for concluding that the issues 
and contentions were not clearly de- 
fined and that the petitioning compa- 
nies were not fully advised of them, 
National Labor Relations Board y. 
Mackay Radio & Teleg. Co. (1938) 
304 U. S. 333, 350, 82 L. ed. 1381, 58 
S. Ct. 904. The points raised as to 
the lack of procedural due process in 
this relation cannot be sustained. 
[9-11] Third. The sufficiency of 
the evidence to sustain the findings of 
the Board with respect to coercive 
practices, discrimination, and discharge 
of employees. The companies contend 
that the court of appeals misconceived 
its power to review the findings and, 
instead of searching the record to see 
if they were sustained by “substantial” 
evidence, merely considered whether 
the record was “wholly barren of evi- 
dence” to support them. We agree 
that the statute, in providing that “the 
findings of the Board as to the facts, 





ticle, order that such charge, and any proceed- 
ing which may have been instituted in respect 
thereto— 

(a) be transferred to and continued be- 
fore it, for the purpose of consolidation with 
any proceeding which may have been institut- 
ed by the Board, or for any other purpose; or 

(b) be consolidated for the purpose of 
hearing, or for any other purpose, with any 
other proceeding which may have been insti- 
tuted in the same region; or 

(c) be transferred to and continued in any 
other region, for the purpose of consolidation 
with any proceeding which may have been in- 
stituted in or transferred to such other re- 
gion, or for any other purpose. 

The provisions of §§ 3 to 31, inclusive, of 
this article shall, in so far as applicable, apply 
to proceedings before the Board pursuant to 
this section, and the powers granted to re- 
gional directors in such provisions shall, for 
the purpose of this section, be reserved to 
and exercised by the Board. After the trans- 
fer of any charge and any proceeding which 
may have been instituted in respect thereto 
from one region to another pursuant to this 
section, the provisions of §§ 3 to 36, inclusive, 
of this article, shall apply to such charge and 


such proceeding as if the charge had original- 
ly been filed in the region to which the trans- 
fer is made. 

“Section 38. After a hearing for the pur- 
pose of taking evidence upon the complaint in 
any proceeding over which the Board has as- 
sumed jurisdiction in accordance with § 37 of 
this article, the Board may— 

(a) direct that the trial examiner prepare 
an intermediate report, in which case the pro- 
visions of §§ 32 to 36, inclusive, of this article 
shall in so far as applicable govern subsequent 
procedure, and the powers granted to regional 
directors in such provisions shall for the pur- 
pose of this section be reserved to and exer- 
cised by the Board; or 

(b) decide the matter forthwith upon the 
record, or after the filing of briefs or oral 
argument; or 

(c) reopen the record and receive further 
evidence, or require the taking of further evi- 
dence before a member of the Board, or other 
agent or agency; or 

(d) make other disposition of the case. 
The Board shall notify the parties of the 
time and place of any such submission of 
briefs, oral argument, or taking of further 
evidence.” 
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if supported by evidence, shall be con- 
clusive,”’’ means supported by substan- 
tial evidence. Washington, V. & M. 
Coach Co. v. National Labor Relations 
Board (1937) 301 U. S. 142, 147, 81 
L. ed. 965, 57 S. Ct. 648. Substantial 
evidence is more than a mere scintilla. 
It means such relevant evidence as a 
reasonable mind might accept as ade- 
quate to support a conclusion. Appa- 
lachian Electric Power Co. v. Nation- 
al Labor Relations Board (1938) 93 
F. (2d) 985, 989 ; National Labor Re- 
lations Board v. Thompson Products 
(1938) 97 F. (2d) 13, 15; Ballston- 
Stillwater Knitting Co. v. National 
Labor Relations Board (1938) 98 F. 
(2d) 758, 760. We do not think that 
the circuit court of appeals intended to 
apply a different test. In saying that 
the record was not “wholly barren of 
evidence’ to sustain the finding of dis- 
crimination, we think that the court 
referred to substantial evidence. Ball- 
ston-Stillwater Knitting Co. v. Na- 
tional Labor Relations Board, supra. 

The companies urge that the Board 
received “remote hearsay” and “mere 
rumor.” The statute provides that 
“the rules of evidence prevailing in 
courts of law and equity shall not be 
controlling.”” The obvious purpose 
of this and similar provisions is to 
free administrative boards from the 
compulsion of technical rules so that 
the mere admission of matter which 
would be deemed incompetent in judi- 
cial proceedings would not invalidate 
the administrative order. Interstate 
Commerce Commission v. Baird 
(1904) 194 U. S. 25, 44, 48 L. ed. 
860, 24 S. Ct. 563; Interstate Com- 
merce Commission v. Louisville & N. 


R. Co. (1913) 227 U. S. 88, 93, 57 
7 Section 10(b) ; 29 USCA § 160(b). 





171 


L. ed. 431, 33 S. Ct. 185; United 
States v. Abilene & S. R. Co. (1924) 
265 U. S. 274, 288, 68 L. ed. 1016, 
44 S. Ct. 565; Tagg Bros. & Moor- 
head v. United States (1929) 280 U. 
S. 420, 442, 74 L. ed. 524, 50 S. Ct. 
220. But this assurance of a desirable 
flexibility in administrative procedure 
does not go so far as to justify orders 
without a basis in evidence having 
rational probative force. Mere uncor- 
roborated hearsay or rumor does not 
constitute substantial evidence. 
Applying these principles, we are 
unable to conclude that the Board’s 
findings in relation to the matters now 
under consideration did not have the 
requisite foundation. With respect to 
industrial espionage, the companies 
say that the employment of “outside 
investigating agencies’ of any sort 
had been voluntarily discontinued 
prior to November, 1936, but the 
Board rightly urges that it was enti- 
tled to bar its resumption. Compare 
Federal Trade Commission v. Good- 
year Tire & Rubber Co. (1938) 304 
U. S. 257, 260, 82 L. ed. 1326, 58 S. 
Ct. 863. In relation to the other 
charges of unfair labor practices, the 
companies point to the statement of 
Mr. Carlisle at a large meeting of the 
employees in April, 1937, when the 
recognition of the Brotherhood was 
under discussion, that the employees 
were absolutely free to join any labor 
organization, that they could do as 
they pleased. Despite this statement 
and assuming, as counsel for the com- 
panies urges, that where two inde- 
pendent labor organizations seek rec- 
ognition it cannot be said to be an 
unfair labor practice for the employer 
merely to express preference of one 
organization over the other, by reason 
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of the former’s announced policies, in 
the absence of any attempts at intim- 
idation or coercion, we think that there 
was still substantial evidence that such 
attempts were made in this case. 

It would serve no useful purpose 
to lengthen this opinion by detailing 
the testimony. We are satisfied that 
the provisions of the order requiring 
the companies to desist from the dis- 
criminating and coercive practices de- 
scribed in subdivisions (a) to (e) in- 
clusive and in subdivision (h) of 
paragraph one of its order,® and to re- 
instate the six employees mentioned 
with back pay, and to post notices as- 
suring freedom from discrimination 
and coercion as provided in paragraph 
two of the order, rested upon findings 
sustained by the evidence and that the 
decree of the circuit court of appeal en- 
forcing the order in these respects 
should be affirmed. 

[12-17] Fourth. The Brotherhood 
contracts. The findings of the Board 
that the contracts with the Brother- 
hood and its locals were invalid, and 
the Board’s order requiring the com- 
panies to desist from giving effect to 
these contracts, present questions of 
major importance. We approach them 
in the light of three cardinal consid- 
erations. One is that the Brotherhood 
and its locals are labor organizations 


independently established as affiliates 
of the American Federation of Labor 
and are not under the control of the 
employing companies. So far as there 
was any charge, under § 8 (2) of the 
act, that the employing companies had 
dominated or interfered with the for- 
mation or administration of any labor 
organization or had contributed finan- 
cial or other support to it, the charge 
was dismissed. Another considera- 
tion is that the contracts recognize the 
right of employees to bargain collec. 
tively ; they recognize the Brotherhood 
as the collective bargaining agency for 
the employees who belong to it, and 
the Brotherhood agrees for itself and 
its members not to intimidate or co- 
erce employees into membership in the 
Brotherhood and not to solicit mem- 
bership on the time or property of the 
employers. The third consideration 
is that the contracts contain important 
provisions with regard to hours, 
working conditions, wages, sickness, 
disability, etc., and also provide 
against strikes or lockouts and for the 
adjustment and arbitration of labor 
disputes, thus constituting insurance 
against the disruption of the service 
of the companies to interstate or for- 
eign commerce through an outbreak 
of industrial strife. It is not con- 
tended that these provisions are un- 





8 These provisions of the order in sub- 
stance required the companies to desist from 
discouraging membership in the United or 
encouraging membership in the Brother- 
hood, or any other labor organization of 
their employees, by discharges, or threats of 
discharge, or refusal of reinstatement, be- 
cause of membership or activity in connection 
with any such labor organization; from per- 
mitting representatives of the Brotherhood to 
engage in activities in its behalf during work- 
ing hours or on the employers’ property un- 
less similar privileges were granted to the 
United and all other labor organizations; 
from permitting employees who were officials 
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of the Employees’ Representation Plans to 
use the employers’ time, property, and money 
in behalf of the Brotherhood or any other 
labor organization; from employing detectives 
to investigate the activities of their employees 
in behalf of the United or other labor organ- 
izations, or employing for such purpose any 
other sort of espionage; and from “in any 
other manner interfering with, restraining, or 
coercing its employees in the exercise of the 
right to self-organization, to form, join, of 
assist labor organizations” or to bargain col- 
lectively or to engage in concerted activities 
for that purpose or other mutual aid or pro- 
tection. 
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reasonable or oppressive but on the 
contrary it was virtually conceded at 
the bar that they are fair to both the 
employers and employees. It also ap- 
pears from the evidence, which was 
received without objection, that the 
Brotherhood and its locals comprised 
over 30,000, or 80 per cent of the 
companies’ employees out of 38,000 
eligible for membership. 

The Brotherhood and its locals 
contend that they were indispensable 
parties and that in the absence of legal 
notice to them or their appearance, 
the Board had no authority to inval- 
idate the contracts. The Board con- 
tests this position, invoking our deci- 
sion in National Labor Relations 
Board v. Pennsylvania Greyhound 
Lines (1938) 303 U.S. 261, 82 L. ed. 
831, 58 S. Ct. 571. That case, how- 
ever, is not apposite, as there no ques- 


tion of contract between employer and 
employee was involved. The Board 
had found upon evidence that the em- 
ployer had created and fostered the 
labor organization in question and 
dominated its administration in viola- 


tion of § 8 (2). The statement that 
the “association” so formed and con- 
trolled was not entitled to notice and 
hearing was made in that relation. Id. 
pp. 262, 270, 271. It has no applica- 
tion to independent labor unions such 
as those before us. We think that the 
Brotherhood and its locals having val- 
uable and beneficial interests in the 
contracts were entitled to notice and 
hearing before they could be set aside. 
Russell v. Clark (1812) 7 Cranch, 69, 
96, 3 L. ed. 271; Mallow v. Hinde 
(1827) 12 Wheat. 193, 198, 6 L. ed. 
599; Minnesota v. Northern Securi- 
ties Co. (1902) 184 U. S. 199, 235, 
46 L. ed. 499, 22 S. Ct. 308; Garzot 
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v. Rios de Rubio (1908) 209 U. S. 
283, 297, 52 L. ed. 794, 28 S. Ct. 548; 
General Investment Co. v. Lake Shore 
& M.S. R. Co. (1922) 260 U. S. 261, 
285, 67 L. ed. 244, 43 S. Ct. 106. The 
rule, which was applied in the cases 
cited to suits in equity, is not of a 
technical character but rests upon the 
plainest principle of justice, equally 
applicable here. See Mallow v. Hinde, 
supra. 

The Board urges that the National 
Labor Relations Act does not contain 
any provision requiring these unions 
to be made parties; that § 10 (b)® au- 
thorizes the Board to serve a complaint 
only upon persons charged with un- 
fair labor practices and that only em- 
ployers can be so charged. In that 
view, the question would at once arise 
whether the act could be construed as 
authorizing the Board to invalidate 
the contracts of independent labor 
unions not before it and also as to the 
validity of the act if so construed. But 
the Board contends that the Brother- 
hood had notice, referring to the serv- 
ice of a copy of the complaint and 
notice of hearing upon a local union 
of the Brotherhood on May 12, 1937, 
and of an amended notice of hearing 
on May 25, 1937. Petitioners rejoin 
that the service was not upon a local 
whose rights were affected but upon 
one whose members were not employ- 
ees of the companies’ system. The 
Board says, however, that the Broth- 
erhood, and the locals which were in- 
volved, had actual notice and hence 
were entitled to intervene (§ 10(b)) 
and chose not to do so. But neither 
the original complaint—which ante- 
dated the contracts—nor the subse- 
quent amendments contained any men- 
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tion of them and the Brotherhood and 
its locals were not put upon notice that 
the validity of the contracts was under 
attack. The Board contends that the 
complaint challenged the legality of 
the companies’ “relations” with the 
Brotherhood. But what was thus 
challenged cannot be regarded as go- 
ing beyond the particular practices of 
the employers and the discharges 
which the complaint described. In 
these circumstances it cannot be said 
that the unions were under a duty to 
intervene before the Board in order 
to safeguard their interests. 

The Board urges further that the 
unions have availed themselves of the 
opportunity to petition for review of 
the Board’s order in the circuit court 
of appeals, and that due process does 
not require an opportunity to be heard 
before judgment, if defenses may be 
presented upon appeal. York v. Tex- 
as (1890) 137 U.S. 15, 20, 34 L. ed. 
604, 11 S. Ct. 9; American Surety Co. 
v. Baldwin (1932) 287 U. S. 156, 
168, 77 L. ed. 231, 53 S. Ct. 98, 86 
A.L.R. 298; Moore Ice Cream Co. v. 
Rose (1933) 289 U. S. 373, 384, 77 
L. ed. 1265, 53 S. Ct. 620. But this 
rule assumes that the appellate review 
does afford opportunity to present all 
available defenses including lack of 
proper notice to justify the judgment 
or order complained of. Id. 

Apart from this question of notice 
to the unions, both the companies and 
the unions contend that upon the case 
made before the Board it had no au- 
thority to invalidate the contracts. 
Both insist that that issue was not ac- 
tually litigated, and the record sup- 
ports that contention. The argument 
to the contrary, that the contracts were 
necessarily in issue because of the 


charge of unfair labor practices 
against the companies, is without sub- 
stance. Not only did the complaint as 
amended fail to assail the contracts 
but it was stated by the attorney for 
the Board upon the hearing that the 
complaint was not directed against the 
Brotherhood ; that “no issue of repre- 
sentation (was) involved in this pro- 
ceeding” ; and that the Board took the 
position that the Brotherhood was “a 
bona fide labor organization” whose 
legality was not attacked. But the 
Board says that on July 6th (the last 
of the contracts having been made on 
June 16th) the companies amended 
their answer stating that the making 
of the contracts had rendered the pro- 
ceeding moot, and that this necessarily 
put the contracts in issue. We cannot 
so regard it. We think that the fair 
construction of the position thus taken 
on the last day of the hearings was 
entirely consistent with the view that 
the validity of the contracts had not 
been, and was not, in issue. And the 
counsel for the companies point to 
their brief before the Board, which 
they produce, as proceeding on the 
basis that the validity of the contracts 
had not been assailed. 

Further, the act gives no express 
authority to the Board to invalidate 
contracts with independent labor or- 
ganizations. That authority, if it ex- 
ists, must rest upon the provisions of 
§ 10 (c). That section authorizes 
the Board, when it has found the 
employer guilty of unfair labor prac- 
tices, to require him to desist from 
such practices “and to take such af- 
firmative action, including reinstate- 
ment of employees with or without 
back pay, as will effectuate the poli- 
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cies of this act.” We think that this 
authority to order affirmative action 
does not go so far as to confer a puni- 
tive jurisdiction enabling the Board 
to inflict upon the employer any pen- 
alty it may choose because he is en- 
gaged in unfair labor practices, even 
though the Board be of the opinion 
that the policies of the act might be 
effectuated by such an order. 

The power to command affirmative 
action is remedial, not punitive, and 
is to be exercised in aid of the Board’s 
authority to restrain violations and as 
a means of removing or avoiding the 
consequences of violation where those 
consequences are of a kind to thwart 
the purposes of the act. The contin- 
ued existence of a company union es- 
tablished by unfair labor practices or 
of a union dominated by the employer 
is a consequence or violation of the 
act whose continuance thwarts the 


purposes of the act and renders inef- 
fective any order restraining the un- 
fair practices. Compare National La- 
bor Relations Board v. Pennsylvania 


Greyhound Lines, supra. Here, there 
is no basis for a finding that the con- 
tracts with the Brotherhood and its 
locals were a consequence of the un- 
fair labor practices found by the 
Board or that these contracts in them- 
selves thwart any policy of the act or 
that their cancellation would in any 
way make the order to cease the speci- 
fied practices any more effective. 

The act contemplates the making of 
contracts with labor organizations. 
That is the manifest objective in pro- 
viding for collective bargaining. Un- 
der § 7" the employees of the com- 
panies are entitled to self-organiza- 
tion, to join labor organizations, and 


to bargain collectively through repre- 
sentatives of their own choosing. The 
80 per cent of the employees who were 
members of the Brotherhood and its 
locals had that right. They had the 
right to choose the Brotherhood as 
their representative for collective bar- 
gaining and to have contracts made 
as the result of that bargaining. 
Nothing that the employers had done 
deprived them of that right. Nor did 
the contracts make the Brotherhood 
and its locals exclusive representatives 
for collective bargaining. On this 
point the contracts speak for them- 
selves. They ‘simply constitute the 
Brotherhood the collective bargaining 
agency for those employees who are 
its members. The Board by its order 
did not direct an election to ascertain 
who should represent the employees 
for collective bargaining. Section 
9 (c).'* Upon this record, there is 
nothing to show that the employees’ 
selection as indicated by the Brother- 
hood contracts has been superseded by 
any other selection by a majority of 
employees of the companies so as to 
create an exclusive agency for bar- 
gaining under the statute, and in the 
absence of such an exclusive agency 
the employees represented by the 
Brotherhood, even if they were a mi- 
nority, clearly had the right to make 
their own choice. Moreover, the 
fundamental purpose of the act is to 
protect interstate and foreign com- 
merce from interruptions and obstruc- 
tions caused by industrial strife. This 
purpose appears to be served by these 
contracts in an important degree. Rep- 
resenting such a large percentage of 
the employees of the companies, and 
precluding strikes and providing for 
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the arbitration of disputes, these 
agreements are highly protective to 
interstate and foreign commerce. 
They contain no terms which can be 
said to “affect commerce” in the sense 
of the act so as to justify their abro- 
gation by the Board. The disruption 
of these contracts, even pending pro- 
ceedings to ascertain by an election 
the wishes of the majority of employ- 
ees, would remove that salutary pro- 
tection during the intervening period. 

The Board insists that the contracts 
are invalid because made during the 
pendency of the proceeding. But the 
effect of that pendency would appro- 
priately extend to the practices of the 
employers to which the complaint was 
addressed. See Jones v. Securities & 
Exchange Commission (1936) 298 
U.S. 1, 15, 80 L. ed. 1015, 56 S. Ct. 
654. It did not reach so far as to 
suspend the right of the employees to 
self-organization or preclude the 
Brotherhood as an independent organ- 
ization chosen by its members from 
making fair contracts on their behalf. 

Apart from this, the main conten- 
tion of the Board is that the contracts 
were the fruit of the unfair labor prac- 
tices of the employers; that they were 
“simply a device to consummate and 
perpetuate” the companies’ illegal con- 
duct and constituted its culmination. 
But, as we have said, this conclusion 
is entirely too broad to be sustained. 
If the Board intended to make that 
charge, it should have amended its 
complaint accordingly, given notice to 
the Brotherhood, and _ introduced 
proof to sustain the charge. Instead 
it is left as a matter of mere conjec- 
ture to what extent membership in the 
Brotherhood was induced by any ille- 
gal conduct on the part of the employ- 
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ers. The Brotherhood was entitled to 
form its locals and their organization 
was not assailed. The Brotherhood 
and its locals were entitled to solicit 
members and the employees were enti- 
tled to join. These rights cannot be 
brushed aside as immaterial for they 
are of the very essence of the rights 
which the Labor Relations Act was 
passed to protect and the Board could 
not ignore or override them in pro- 
fessing to effectuate the policies of the 
act. To say that of the 30,000 who 
did join there were not those who 
joined voluntarily or that the Brother- 
hood did not have members whom it 
could properly represent in making 
these contracts would be to indulge 
an extravagant and unwarranted as- 
sumption. The employers’ practices, 
which were complained of, could be 
stopped without imperiling the inter- 
ests of those who for all that appears 
had exercised freely their right of 
choice. 

We conclude that the Board was 
without authority to require the peti- 
tioning companies to desist from giv- 
ing effect to the Brotherhood con- 
tracts, as provided in subdivision (f) 
of paragraph one of the Board’s or- 
der. 

Subdivision (g) of that paragraph, 
requiring the companies to cease rec- 
ognizing the Brotherhood “as the ex- 
clusive representative of their employ- 
ees’ stands on a different footing. 
The contracts do not claim for the 
Brotherhood exclusive representation 
of the companies’ employees but only 
representation of those who are its 
members, and the continued operation 
of the contracts is necessarily subject 
to the provision of the law by which 
representatives of the employees for 
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the purpose of collective bargaining 
can be ascertained in case any question 
of “representation” should arise. Sec- 
tion 9.8% We construe subdivision 
(g) as having no more effect than to 
provide that there shall be no inter- 
ference with an exclusive bargaining 
agency if one other than the Brother- 
hood should be established in accord- 
ance with the provisions of the act. 
So construed, that subdivision merely 
applies existing law. 

The provision of paragraph two of 
the order as to posting notices should 
be modified so as to exclude any re- 
quirement to post a notice that the ex- 
isting Brotherhood contracts have 
heen abrogated. 

The decree of the circuit court of 
appeals is modified so as to hold unen- 
forceable the provision of subdivision 
(f) of paragraph one of the order 
and the application to that provision 


of paragraph two, subdivision (c), 
and as so modified the decree enforc- 
ing the order of the Board is affirmed. 
It is so ordered. 
Decree modified and, as modified, 
affirmed. 


BuTLer, J., concurring: I agree 
with the court’s decision that the 
Board was without authority to re- 
quire employers to cease and desist 
from giving effect to the contracts re- 
ferred to in subdivision (f) of the 
first paragraph of the order. And I 
am of opinion that the entire order 
should be set aside. 

The Board was without jurisdic- 
tion. The facts on which it assumed 
to exert power need not be narrated; 
they are sufficiently stated by the low- 
er court and in the opinion here. Both 
courts rightly treat the case as one 
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where neither employers nor employ- 
ees are engaged in interstate or for- 
eign commerce. Here, the employers 
are engaged solely in intrastate activi- 
ties. A very small percentage of the 
products, furnished in that state to 
others, is by the latter used in inter- 
state commerce. This court has held 
that Congress cannot regulate rela- 
tions between employers and employ- 
ees engaged exclusively in intrastate 
activities. 

In Schechter Poultry Corp. v. Unit- 
ed States (1935) 295 U.S. 495, 79 L. 
ed. 1570, 55. S. Cr: S37, S97 ALR. 
947, decided shortly before passage of 
the National Labor Relations Act, we 
held that the Federal government can- 
not regulate the wages and hours of 
labor of persons employed in the in- 
ternal commerce of the state. 

In Carter v. Carter Coal Co. (1936) 
298 U. S. 238, 80 L. ed. 1160, 56 S. 
Ct. 855, decided shortly after passage 
of the National Labor Relations Act, 
we held that provisions of the Bitu- 
minous Coal Conservation Act of 
1935 looking to the control of wages, 
hours, and working conditions of per- 
sons engaged in producing coal about 
to move in interstate commerce and 
seeking to guarantee their right of col- 
lective bargaining, were beyond the 
power of Congress, for the reasons 
that it has no general power of regu- 
lation to promote the general welfare; 
that the power to regulate commerce 
does not include the power to control 
the conditions in which coal is pro- 
duced; that the effect upon interstate 
commerce of labor conditions in- 
volved in the production of coal, in- 
cluding disputes and strikes over 
wages and working conditions, is in- 
direct. 
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In the period, less than a year, in- 
tervening between the Carter Case and 
National Labor Relations Board v. 
Jones & Laughlin Steel Corp. (1937) 
301 U. S. 1, 81 L. ed. 893, 57 S. Ct. 
615, 108 A.L.R. 1352, and other La- 
bor Board cases decided on the same 
day,'—and, as I think, wrongly de- 
cided—it was, on the authority of the 
Schechter and Carter Cases, held by 
four circuit courts of appeals and six 
district courts that the power of Con- 
gress does not extend to regulations 
between employers and their employ- 
ees engaged in local production. Their 
decisions are cited in the dissenting 
opinion in the Labor Board Cases, 
301 U. S. 76, 81 L. ed. 924, 57 S. Ct. 
630. In that period the lower courts 
were bound by our decisions to con- 
demn the National Labor Relations 
Act, construed to apply to production 
or intrastate commerce, as not within 


the power of Congress. 


This case is not distinguishable 
from the Schechter Case or the Carter 


‘Case. There, as here, the activities 
of the employers and their employees 
were exclusively local. It differs from 
the Jones & Laughlin Case and all the 
other Labor Board Cases.? In each 
of them, the employer was to an ex- 
tent engaged in interstate commerce. 
The opinion just announced points to 
no distinction between this case and 


the Schechter or Carter Case. Nor 
does it refer to the Labor Board Cases 
as controlling here. But, to support 
this Federal advance into local fields, 
the court brings forward three rail. 
road rate cases: Houston, E. & W:T. 
R. Co. v. United States (The Shreve. 
port Case [1914]) 234 U. S. 342, 58 
L. ed. 1341, 34 S. Ct. 833; Wisconsin 
R. Commission v. Chicago, B. & Q. R. 
Co. 257 U. S. 563, 66 L. ed. 371, 
P.U.R.1922C, 200, 42 S.-Ce. 252 
A.L.R. 1086, and New York y. 
United States, 257 U. S. 591, 66 L, 
ed. 385, P.U.R.1922C, 455, 42 S. Ct. 
239. 

These cases give no support to the 
idea that, in absence of conflict be- 
tween state and Federal policy or reg- 
ulation, Congress has power to control 
labor conditions in production or in- 
trastate transportation. In each, the 
Federal interference is shown neces- 
sary in order to protect national au- 
thority, interstate commerce, and in- 
terstate rates established under Fed- 
eral law. Brief reference to the con- 
ditions that led up to these cases and 
the substance of the decisions will be 
sufficient to show they have no appli- 
cation here. 

In 1906 and 1907, Minnesota re- 
duced intrastate rates substantially be- 
low lawfully established interstate 
rates. Suits were brought by their 





1 National Labor Relations Board v. Frue- 
hauf Trailer Co. (1937) 301 U. S. 49, 81 
L, ed. 918, 57 S. Ct. 642; National Labor Re- 
lations Board v. Friedman-Harry Marks 
Clothing Co. (1937) 301 U. S. 58, 81 L. ed. 
921, 57 S. Ct. 645; Associated Press v. Na- 
tional Labor Relations Board (1937) 301 U. 
S. 103, 81 L. ed. 953, 57 S. Ct. 650; Wash- 
ington, V. & M. Coach Co. v. National La- 
bor Relations Board (1937) 301 U. S. 142, 81 
L. ed. 965, 57 S. Ct. 648. 

2 National Labor Relations Board v. Frue- 
hauf Trailer Co. supra; National Labor Re- 
lations Board v. Friedman-Harry Marks 
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Clothing Co. supra; Associated Press v. Na- 
tional Labor Relations Board, supra; Wash- 
ington, V. & M. Coach Co. v. National Labor 
Relations Board, supra; National Labor Rela- 
tions Board v. Pennsylvania Greyhound Lines 
(1938) 303 U. S. 261, 82 L. ed. 831, 58 S. Ct. 
571; National Labor Relations Board v. 
Pacific Greyhound Lines (1938) 303 U. S. 
272, 82 L. ed. 838, 58 S. Ct. 577; Santa Cruz 
Fruit Packing Co. v. National Labor Rela- 
tions Board (1938) 303 U. S. 453, 82 L. ed. 
954, 58 S. Ct. 656; National Labor Relations 
Board v. Mackay Radio & Teleg. Co. (1938) 
304 U. S. 333, 82 L. ed. 1381, 58 S. Ct. 904. 
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stockholders to restrain the carriers 
from obeying, and state officers from 
enforcing, the local rates on the 
ground, inter alia, that they were re- 
pugnant to the commerce clause and 
that enforcement would necessarily 
interfere with and burden interstate 
transportation by the carriers. The 
Minnesota Rate Cases (1913) 230 U. 
S. 352, 57 L. ed. 1511, 33 S. Ct. 729, 
48 L.R.A.(N.S.) 1151, Ann. Cas. 
1916A, 18. The controversy was 
everywhere regarded as important. 
See p. 395. The facts found by the 
special master and adopted by the cir- 
cuit court are stated in its opinion 
(Shepard v. Northern P. R. Co. 
[1911] 184 Fed. 765, 775-794) and 
summarized in the opinion of this 
court. Pp. 381-395. They show that 
the intrastate rates discriminated 


against interstate commerce and made 
it impossible for the carriers to col- 


lect, or for the United States to en- 
force, valid higher interstate rates. 
The trial court held the state measures 
repugnant to the commerce clause and 
upon that ground, among others, en- 
joined enforcement of the rates they 
prescribed. 


The cases were argued here in 
April, 1912, and decided June 9, 1913. 
This court upheld the state rates, not- 
withstanding the commerce clause, the 
Act to Regulate Commerce, the inter- 
state rates lawfully established in ac- 
cordance with Federal law, and the 
destructive discrimination. It held 
that, in the absence of a finding by the 
Interstate Commerce Commission of 
unjust discrimination, the intrastate 
rates were valid. The opinion re- 
served, p. 419, the question whether 
the Commission was empowered to 
make the determination. And _ that 
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question was decided in the Shreve- 
port Case, supra. 

That case was pending here before 
the decision in the Minnesota Rate 
Cases, supra, and was decided in June, 
1914. The Interstate Commerce Com- 
mission had found that rates pre- 
scribed by Texas operated to discrim- 
inate against interstate traffic from 
Shreveport, Louisiana, into Texas 
moving on lawfully established inter- 
state rates. In order to eliminate the 
discrimination, the Commission di- 
rected the carriers to cease charging 
higher rates for interstate transporta- 
tion than those charged for transpor- 
tation between Texas points. This 
court held the carriers free to raise 
the intrastate rates so as to remove the 
discrimination. 

Wisconsin R. Commission v. Chi- 
cago, B. & Q. R. Co. supra, upheld 
§ 15a of the Interstate Commerce Act, 
added by § 422, Transportation Act, 
1920, which empowered the Interstate 
Commerce Commission to remove dis- 
crimination resulting from intrastate 
rates unduly low, as compared with 
corresponding rates fixed under that 
section. 

New York v. United States, supra, 
held that intrastate rates so low that 
they discriminated against interstate 
commerce within the meaning of the 
Transportation Act, 1920, may consti- 
tutionally be increased under that act 
by the Commission to conform with 
like rates in interstate commerce fixed 
by it. 

The constitutional questions decided 
in these three cases were essentially 
different from the one of Federal 
power here presented. The state meas- 
ures there overborne were repugnant 
to existing Federal regulations of in- 
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terstate commerce. Application of tion. See Schechter Poultry Corp. y, 
the lower state rates made it impossi- United States, supra, Cf. National 
ble for Federal authority to require, Labor Relations Board v. Jones § 
or to enable, carriers to collect inter- Laughlin Steel Corp. supra. 

state rates lawfully established as just 
and reasonable. The policy and pro- 
visions of the New York State Labor 
Relations Act are in substance precise- 
ly the same as the national policy and 
the National Labor Relations Act. 
The state’s interest, purpose, and abil- 
ity to safeguard against possible in- 
terruption of production and service 
by labor disputes are not less than 
those of the Federal government. The 
state’s need of continuous service is 
immediate, while the effect of inter- 
ruption on interstate or foreign com- 
merce would be mediate, indirect, and 
relatively remote. The record fails 
to disclose any condition, existing or 
threatened, to suggest as necessary 
Federal action to protect interstate 
commerce, or any other interest of 
the government against interruption 
or interference liable to result from 
controversies between these employers 
and their employees. The right of 
the states, consistently with national 
policy and law, freely to exert the 
powers safeguarded to them by the 


tive anc 
fectuate 
interpré 
Board | 

Mr. Justice McReynolds concurs jy MM yantag 
this opinion. panies 


REED, J., concurring in part and partly 
dissenting in part: While concurring terfere 
in general with the conclusions of them With 5 
court in Consolidated Edison Co, y. 9 from | 
National Labor Relations Board and jm gta™t¢ 
International Brotherhood of Electr. jm 2tiom 
cal Workers v. National Labor Rela. i s¢!f-© 
tions Board, I find myself in disagree. HH "4" 
ment with the conclusion that the Na- jg emplc 
tional Labor Relations Board was jm 40™ | 
“without authority to require the pe. It 
titioning companies to desist from jm these 
giving effect to the Brotherhood con- i SiStet 
tracts, as provided in subdivision (f) fj Nat 
of paragraph one of the Board’s or- jm i th 
der.” In that paragraph the petition. the ‘ 
er companies are ordered to: in s 

“TI. Cease and desist from: tage 

. . . . . . . . . mon 

“(f) Giving effect to their contracts T 
with the International Brotherhood jj “t¢ 
of Electrical Workers.” rate 

It is agreed that the “fundamental JH 30 
purpose of the act is to protect inter- a 


er ; state and foreign comm from in- = 

Federal Constitution is essential to the . os pate im 

A : terruptions and obstructions caused f 
preservation of this government. 


United States v. E. C. Knight Co. wh — oe . — 
(1895) 156 U.S. 1, 12, 13 30 L. ed. accomplished by contracts with labor 
325, 15 S. Ct. 249; Kidd v. Pearson Or8anizations, reneeed Ueonee — 
(1888) 128 U.S. 1,21, 32 L. ed. 346, Ve bargaining. The labor organi 
Be i & eels ok deal a tions in turn are to be created through 
uphold our dual form of government o~ ey scares - wore, - 
and the safeguards set for protection — eer ee women 
of the states and the liberties of the 0" ribet syste hie 7 
people against unauthorized exertion crane - oe ee we seed 
of Bidteral cower. does not-asanee ad- tice, which the Board, exclusively, is 


‘ Z empowered to prevent by such nega- 
herence to, or conceal failure to dis- P P y S 


x 1Labor Board Cases (1937) 301 U. S. 1, 
charge, duty to support the Constitu- 1 Led. 893, 57 S.Ct. 615, tbe A.LR. 1352. 
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tive and affirmative action as will ef- 
fectuate the policies of the act.* To 
interpret the act to mean that the 
Board is without power to nullify ad- 
yantages obtained by the Edison com- 
anies through contracts with unions, 
partly developed by the unlawful in- 
terference of the Edison companies 
with self-organization, is to withdraw 
from the Board the specific authority 
granted by the act to take affirmative 
action to protect the workers’ right of 
self-organization, the basic privilege 
guaranteed by the act. Freedom from 
employer domination flows from free- 
dom in self-organization. 

It is assumed that the terms of 
these contracts in all respects are con- 
sistent with the requirements of the 
National Labor Relations Act and are 
in themselves, considered apart from 
the actions of the Edison companies 
in securing their execution, advan- 


tageous in preserving industrial har- 
mony. 

The Board found that the Consoli- 
dated Edison Company and its affil- 


iates, the respondents before the 
Board, “deliberately embarked upon 
an unlawful course of conduct, as de- 
scribed above, which enable them to 
impose the J. B. E. W. upon their 
employees as their bargaining repre- 
sentative and at the same time dis- 
courage and weaken the United which 
they opposed. From the outset the 
respondents contemplated the execu- 
tion of contracts with the I. B. E. W. 
locals which would consummate and 
perpetuate their plainly illegal course 
of conduct in interfering with, re- 
straining, and coercing their employ- 


ees in the exercise of the rights guar- 
anteed to them under § 7 of the act. 
It is clear that the granting of the 
contracts to the I. B. E. W. by the 
respondents was a part of the respond- 
ents’ unlawful course of conduct and 
as such constituted an interference 
with the rights of their employees to 
self-organization. The contracts were 
executed under such circumstances 
that they are invalid, notwithstanding 
that they are in express terms applica- 
ble only to members of the I. B. E. W. 
locals. If the contracts are suscepti- 
ble of the construction placed upon 
them by the respondents, namely, that 
they were exclusive collective bargain- 
ing agreements, then, a fortiori, they 
are invalid.’ 

The evidence upon which this find- 
ing is based is summarized in detail 
in4N. L. R. B., pages 83 to 94. It 
shows a consistent effort on the part 
of the officers and foremen of the Edi- 
son Company and its affiliates, as well 
as other employees of the Edison com- 
panies—formerly officers in the re- 
cently disestablished “Employees’ 
Representation Plans,” actually com- 
pany unions—to further the develop- 
ment of the I. B. E. W. unions by rec- 
ognition, contracts for bargaining, 
openly expressed approval, establish- 
ment of locals, and by permitting so- 
licitation of employees on the time 
and premises of the Edison companies. 
By the Wagner Act employees have 
“the right to self-organization.” It is 
an “unfair labor practice for an em- 
ployer” to “interfere with, restrain, 
or coerce employees” in the exercise 
of that right.£ The Board concluded 





*Sections 7, 8, 10, Act of July 5, 1935, 49 
Stat. at L. 452-455, Chap. 372, 29 USCA 
§§ 157, 158, 160. 

$4N. L. R. B. 71, 94. 
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4Sections 7 and 8, Act of July 5, 1935, 49 
Stat. at L. 452, Chap. 372, 29 USCA §§ 157, 
158. 
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that the contracts with the I. B. E. W. 
unions were a part of a systematic 
violation by the Edison companies of 
the workers’ right to self-organiza- 
tion. 

This determination set in motion 
the authority of the Board to issue an 
order to cease and desist from the 
unfair labor practice and to take “such 
affirmative action as will ef- 
fectuate the policies of this act.” The 
evidence was clearly sufficient to sup- 
port the conclusion of the Board that 
the Edison companies entered into the 
contracts as an integral part of a plan 
for coercion of and interference with 
the self-organization of their employ- 
ees. This justified the Board’s prohi- 
bition against giving effect to the con- 
tracts. The “affirmative action” must 
be connected with the unfair practices 
but there could be no question as to 
the materiality of the contracts. As 
this court, only recently, said, as to 
the purpose of the Congress in enact- 
ing this act: 

“It had before it the Railway Clerks 
Case (Texas & N. O. R. Co. v. Broth- 
erhood of R. & Steamship Clerks 
[1930] 281 U. S. 548, 74 L. ed. 1034, 
50 S. Ct. 427) which had emphasized 
the importance of union recognition 
in securing collective bargaining, Re- 
port of the Senate Committee on Edu- 
cation and Labor, S. Rep. 573, 74th 
Cong., Ist Sess., p. 17, and there were 
then available data showing that once 
an employer has conferred recognition 
on:a particular organization it has a 
marked advantage over any other in 


SUPREME COURT 


securing the adherence of employe 
and hence in preventing the recogni. 
tion of any other.’ 


To this, it is answered that the ey. 
tent of the coercion is left to “men 
conjecture”; that it would be an “ey. 
travagant” assumption to say thy 
none of the 30,000 members “joing 
voluntarily” ; and that the “employers 
practices, which were complained of 
could be stopped without imperiling 
the interests of those who for all that 
appears had exercised freely their 
right of choice.”® On the question 
whether or not the Edison companies 
activities as to these contracts were a 
part of a definite plan to interfere 
with the right of self-organization, 
these answers are immaterial. It js 
suggested that the problem of the con- 
tracts should be approached with three 
cardinal considerations in mind: (1) 
that one contracting party is an “in- 
dependently established” labor orgar- 
ization, free of domination by the 
employer ; (2) that the contracts grant 
valuable collective bargaining rights; 
and (3) that they contain provisions 
for desirable working privileges. Such 
considerations should affect discretion 
in shaping the proper remedy. They 
are negligible in determining the pow- 
er of the Board. They would, if 
given weight, permit paternalism to 
be substituted for self-organization. 
The findings of the Board, based on 
substantial evidence, are conclusive 
There was evidence of coercion and 
interference, and the Board did de- 
termine that the policies of the act 
would be effectuated by requiring the 





5 National Labor Relations Board v. Penn- 
sylvania Greyhound Lines (1938) 303 U. S. 
261, 267, 82 L. ed. 831, 58 S. Ct. 571, 574. 

6 Consolidated Edison Co. v. National La- 
bor Relations Board, Nos. 19 and 25, this 
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term, rendered this day (26 P.U.R.(N.S.) 161, 
ante.) 

7 Washington, V. & M. Coach Co. v. Na 
tional Labor Relations Board (1937) 301 U. 
S. 142, 81 L. ed. 965, 57 S. Ct. 648. 
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companies to cease giving effect to 
these contracts. 

The petitioners, however, aside 
from’the merits, raise procedural ob- 







Mere jections. It is contended that before 
in “ex. the Board could have authority to or- 
Y thal der the Edison companies to cease 







joined and desist from giving effect to their 
Oyers HM contracts with the unions, it was nec- 
ed of, MM essary that the unions as well as the 
eriling MM Edison companies should have legal 
Il that MM notice or should appear; that the 





unions were indispensable parties. 
This court has held to the contrary in 







anies MM National Labor Relations Board v. 
ere af Pennsylvania Greyhound Lines, supra. 
Tfere This case determined that where an 
ation, MM employer has created and fostered a 





It is 
con- 
three 


labor organization of employees, thus 
interfering with their right to self- 
organization, the employer can be re- 
quired without notice to the organiza- 
tion, to withdraw all recognition of 
such organization as the representa- 
tive of its employees. It is said that 
this case “is not apposite, as there no 
question of contract between employer 
and employee was involved. The 
Board had found upon evidence that 
the employer had created and fostered 
the labor organization in question and 
dominated its administration in vio- 
lation of § 8(2).’8 Inthe instant case 
it was found that no such domination 
existed. In the Greyhound Case, the 
Board found not only domination un- 
der § 8(2) but also, as in this case, 
an unfair labor practice under § 8(1). 
The company’s violation of § 8(1) 
was predicated on its interference with 
self-organization.® In the Greyhound 
Case it was said that the organization 
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was not entitled to notice and hearing 
because “the order did not run against 
the association.”"° Here the unions 
are affected by the action on the con- 
tracts, exactly as the labor organiza- 
tion in the Greyhound Case was af- 
fected by the order to withdraw rec- 
ognition. It would seem immaterial 
whether those contracts were violative 
of one or both or all the prohibited 
unfair labor practices. 

A further procedural objection is 
found in the failure of the complaint, 
or any of its amendments, to seek spe- 
cifically a cease and desist order 
against continued operation under the 
contracts. The companies were 
charged with allowing organization 
meetings on the company time and on 
company property, permitting solici- 
tation of membership during company 
time, and paying overtime allowances 
to those engaged in soliciting or co- 
ercing workers to join the contracting 
unions. The complaint said that sim- 
ilar aid was not extended to a compet- 
ing union and that office assistance 
was given to the effort to get members 
for the contracting unions. These 
charges made it obvious that the con- 
tracts were obtained from the unions 
which were improperly aided by the 
Edison companies in violation of the 
prohibitions against interference with 
self-organization. Contracts so ob- 
tained were necessarily at issue in an 
examination of the acts in question. 

Certainly the Edison companies 
and the contracting unions could have 
been allowed on a proper showing a 
further hearing on the question of the 
companies continuing recognition of 





8 Consolidated Edison Co. v. National La- 
bor Relations Board, Nos. 19 and 25, this 
term, decided this day (26 P.U.R.(N.S.) 161, 
ante.) 
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9 National Labor Relations Board v. Penn- 
sylvania Greyhound Lines (1938) 303 U. S. 
261, 263, 82 L. ed. 831, 58 S. Ct. 571. 

10Jd., 271. 
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the contracts. By § 10 (f) the Edi- 
son companies and the unions could 
obtain a review of the Board’s order. 
In that hearing either or both could 
show to the court [§ 10 (e)] that ad- 
ditional evidence as to the contracts 
was material and that it had not been 
presented because the aggrieved par- 
ties had not understood that the con- 
tracts were subject to a cease and de- 
sist order or had not known of the 
proceeding. The court could order 
the Board to take the additional evi- 
dence. This simple practice was not 
followed. Although all parties were 


SUPREME COURT 


before the lower court on the reviey 
the petitioners chose to rely on th 
impotency of the Board to enter x 
order affecting the contracts. 

In these circumstances the proyj 
sion of the order requiring the Eq. 
son companies to cease from giving 
effect to their contracts with the cop. 
tracting unions is proper. This order 
prevents the Edison companies from 
reaping an advantage from thog 
acts of interference found illegal by 
the Board. : 


Mr. Justice Black concurs in this 
opinion. 
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SECURITIES AND EXCHANGE COMMISSION 


Re New Brunswick Power Company 


[File No. 31-411.] 


Intercorporate relations, § 19.2 — Federal regulation — Exemptions — Foreign 
corporations. 

A public utility corporation incorporated in another country, having no 
interest in any company organized or doing business in the United States 
or in any securities of such company, not owning any utility assets within 
the United States or having physical connection with any properties used 
for the generation, transmission, and distribution of electricity or gas with- 
in the United States, and furnishing no services to affiliated or parent cor- 
porations in the United States, should, under § 3(b) of the Public Utility 
Holding Company Act of 1935, be largely freed from the jurisdiction of 
the Commission with respect to activities essentially foreign in their nature 
and effect, but the regulatory powers of the Commission should be re- 
tained with respect to further investment of funds in foreign enterprises 
by the United States investors and with respect to other matters which 
would affect persons in the United States. 


[October 18, 1938.] 


a by foreign public utility corporation for exemp- 
tion from certain provisions of the Public Utility Holding 
Company Act of 1935, pursuant to the provisions of § 3(b) 
of said act; exemption granted as to certain provisions of the act. 
26 P.U.R.(N.S.) 194 
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RE NEW BRUNSWICK POWER CO. 


By the Commission: New Bruns- 
ick Power Company has applied for 
rxemption from certain provisions of 
he Public Utility Holding Company 
\ct of 1935, pursuant to the provi- 
ions of § 3(b) of said act. After 
pppropriate public notice a hearing 
was held on this application. Having 
considered the record in this matter 
the Commission makes the following 
findings : 

The applicant is a subsidiary of 
Federal Light & Traction Company, 
a registered holding company, which 
in turn is a subsidiary of Cities Serv- 
ie Power & Light Company which 
is the principal public utility holding 
company of the Cities Service Com- 
pany System and is also a registered 
holding company.” 

The applicant h. ; outstanding 10,- 
000 shares of $100 par first preferred 
stock of which Federal Light & Trac- 
tion Company owns 9,812 shares and 
the public 188 shares ; 3,500 shares of 
$100 par value second preferred stock, 
3413 shares of which are held by a 
nominee for Cities Service Power & 
Light Company and 69 shares of 
which are publicly held within the 
United States; and 20,000 shares of 
no-par common stock, 19,932 shares 
of which are owned by Federal Light 
& Traction Company. In addition 
New Brunswick Power Company is 
indebted to Federal Light & Traction 
Company on open account and notes 
in the amount of $3,839,757.10 as of 
July 31, 1938. The applicant is an 
operating company having no subsid- 
iaries and furnishes the city of St. 
John, New Brunswick, Dominion of 





1 Cities Service Company has filed an appli- 
cation for exemption under § 3(a) (3) and § 
3(a) (5) which application is now pending. 
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Canada, and vicinity with electric, gas, 
street railway, and motor bus trans- 
portation services. The applicant does 
not own any utility assets within the 
United States nor are any of its prop- 
erties physically connected with any 
properties used for the generation, 
transmission, and _ distribution of 
electric energy or for the production, 
transmission, and distribution of nat- 
ural or manufactured gas within the 
United States. 

The applicant is incorporated under 
the laws of the Province of New 
Brunswick, Dominion of Canada, and 
has no interest in any company organ- 
ized or doing business in the United 
States or in any securities of such 
company. 

The applicant does not furnish any 
managerial, sales, or construction 
services to the Cities Service Com- 
pany or to any of the subsidiaries of 
that corporation organized or doing 
business within the United States. 
There are no loans or extensions of 
credit outstanding by the applicant to 
the Cities Service Company or to any 
other company in the United States: 

Section 3(b) provides that the 
Commission shall exempt “ 
any subsidiary company, as such, of a 
holding company from any provision 
or provisions of this title, the applica- 
tion of which to such subsidiary com- 
pany the Commission finds is not 
necessary in the public interest or for 
the protection of investors, if such 
subsidiary company derives no mater- 
ial part of its income, directly or in- 
directly, from sources within the 
United States, and neither it nor any 
of its subsidiary companies is a pub- 
lic utility company operating in the 
United States.” (15 USCA § 79c.) 
26 P.U.R.(N.S.) 
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The situation of the applicant as a 
subsidiary of Federal Light & Trac- 
tion Company meets the formal re- 
quirements of § 3(b). Accordingly 
the applicant is entitled to exemption 
from any provisions of the act the ap- 
plication of which to such company is 
not necessary in the public interest or 
for the protection of investors. 

The question as to which of the 
provisions of the act are not neces- 
sary for such purposes is one that is 
not wholly free from difficulty. While 
few of applicant’s securities are out- 
standing in the hands of the public, 
the large number of American secur- 
ity holders who have made invest- 
ments in the securities of the Cities 
Service Company, Cities Service Pow- 
er & Light Company, or Federal Light 
& Traction Company have an interest 
in the soundness of the capital struc- 
ture and management of every for- 
eign company in which any of the 
funds of those companies have been 
invested. Nevertheless, the Commis- 
sion feels that it was the purpose of 
§ 3(b) that such foreign subsidiary 
companies as the one involved in this 
application, should largely be freed 
from the jurisdiction of this Commis- 
sion with respect to such of their ac- 
tivities as are essentially foreign in 
their nature and effects. In granting 
an exemption from such provisions of 
the act as the Commission feels will 
accomplish this result, the regulatory 
powers of the Commission with re- 
spect to further investment of fund 
in foreign enterprises by the United 
States investors should be retained as 
should also jurisdiction over other 
matters which would affect persons in 
the United States. 


After consideration of the various 
26 P.U.R.(N.S.) 


aspects of this case, the Commissiog 
finds that it is not necessary in thy 
public interest or for the protection g 
investors that the applicant shall }, 
subject to the duties and obligation 
which would otherwise be imposed oy 
it as a subsidiary of a registered hold. 
ing company by— 

“(a) Section 6 of the act, with re. 
spect to any issue or sale of a security 
of such company, except that this 
exemption shall not extend to any is. 
sue or sale of securities which are to 
be publicly offered for sale within the 
United States ; however, such exemp- 
tion shall be applicable to the exercise 
of a privilege or right to alter the 
priorities, preferences, voting power, 
or any other rights of the holders of 
any security, if at the time of the ex. 
ercise of such privilege or right no 
securities are outstanding in the hands 
of the public other than those out- 
standing on the date of this order. 


“(b) Section 9 of the act, except 
that this exemption shall not apply to 
the acquisition of any utility assets 
located within the United States or to 
the acquisition of any interest in the 
business of, or securities issued or 
guaranteed by any public utility or 
holding company which, directly or 
indirectly, owns or controls utility as- 
sets located within the United States; 

“(c) Sections 12(c), and 12(d) 
of the act; 

“(d) Subdivision (2) of subsec- 
tion (h) of § 12 of the act, except 
with reference to a contribution to, 
or in support of any political party in 
the United States or any committee 
or agency thereof; 

“(e) Section 13 of the act with re- 
spect to any transactions, except the 
performing of services or construc: 
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lic utility company, operating with- 
ithe United States ; 
“(f) Section 17(c) of the act; and 


United States subsequent to the effec- 
tive date of the order issued in this 
matter.” 

The Commission finds it necessary 
and appropriate in the public interest 
and for the protection of investors 


“(g) Section 15 of the act, un- that its order granting exemption to 
: ss rules, regulations, or orders pro- the applicant from such provisions of 
nth - nulgated by the Commission pur- the act as aforesaid shall expire on 
curity want to the provisions of such sec- December 31, 1940, without prejudice, 
‘ this tion shall by their terms be made ex- however, to the right of applicant 
ANY 1 ressly applicable to a company which to apply on or before the date of ex- 
are tO@M; not, and which has no subsidiary piration of such order for an exten- 
in the wmpany which is, a public utility sion of the time during which such 
Xemp- Hd company operating in the United order shall be effective and also with- 
CTClse HM States ; and out prejudice to its right to apply at 
tT the “(h) Sections 11(f), 11(g), and any time for such enlargement of any 
ewes, 12(e), provided, however, that ex- of the provisions of such order as it 
TS Ol mption from the provisions of $§ 11 may deem appropriate. 
: &- H(c) and 12(e) shall not be applicable The applicant will of course remain 
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to any solicitation regarding any se- 
curities, other than securities owned 
by Cities Service Company, Cities 
Service Power and Light Company, 
or Federal Light and Traction Com- 
pany, or other associates of the is- 
suer, which shall have been the sub- 
ject of a public offering within the 


subject to any obligations imposed on 
it by any provisions of the act in any 
capacity other than that of a subsid- 
iary company of Cities Service Com- 
pany, Cities Service Power & Light 
Company, and Federal Light & Trac- 
tion Company. 
An appropriate order will issue. 
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The Real Estate-Land Title & Trust 
Company 


Philadelphia Electric Company 


[Complaint Docket No. 10981.] 


Procedure, § 20 — Hearing — Change in Commission. 
1. A party who, after presenting his case to the Public Service Commission, 
187 26 P.U.R.(N.S.) 
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has waited almost a year after creation of the superseding Public Utility 
Commission without requesting an opportunity to argue the case before that 
tribunal is deprived of no right and is denied no hearing fully measuring 
up to the requirements of due process of law, when the Commission after 
such length of time decides the case contrary to his hopes and contentions, 


p. 189. 


Procedure, § 30 — Finding — Detailed determinations. 
2. The Commission is not required to make express findings or detailed 
determinations upon every contention advanced by a party to a Proceeding, 
particularly where such contentions do not involve conflicting evidence byt 
are no more than arguments from admitted facts, p. 191. 


[October 10, 1938.] 


ain for rehearing and reargument in case involving 

complaint against refusal of electric company to furnish 

single point delivery of electricity under wholesale light and 

power rate; petition denied. For earlier decision, see 23 P.U.R. 
(N.S.) 178. 


By the Commission: This matter 


is before us upon petition filed by com- 
plainant seeking a rehearing and re- 
argument of the questions involved in 
our report and order of March 7, 


1938 (23 P.U.R.(N.S.) 178) in 
which the Commission dismissed the 
complaint. 

The complaint involved the refusal 
of respondent company to furnish 
single point delivery of electricity, un- 
der its Wholesale Light and Power 
Rate, which was requested by com- 
plainant on October 31, 1934, and re- 
fused by respondent company shortly 
thereafter. The evidence in the case 
was presented mainly in the form of a 
stipulation, and the question involved 
is whether or not complainant is en- 
titled to come within the classification 
affording the benefits of the Whole- 
sale Light and Power Rate and de- 
pends solely upon the question of 
whether it is a “consumer” within the 
meaning of respondent’s Tariff 
Schedule WLP which provides as fol- 
lows: 


26 P.U.R.(N.S.) 


me 


“Availability. Electric Service for 
use in large quantities for light 
and/or power at the option of the 
consumer.” 

The petition for rehearing and re- 
argument states that on October 28, 
1935, petitioner filed a complaint 
against Philadelphia Electric Com- 
pany averring that respondent refused 
to supply electric service to petitioner 
at single point delivery under respond- 
ent’s Wholesale Light and Power 
Rate; that on September 16, 1936, 
Commissioner Gruenberg of the Pub- 
lic Service Commission presided at a 
hearing ; that at the conclusion of said 
hearing, petitioner’s attorney re 
quested permission to file briefs and 
to argue the case orally before the 
Commission which was granted; that 
on December 7, 1936, petitioner ar- 
gued the case before the full bench of 
the Public Service Commission; that 
on June 1, 1937, the Public Service 
Commission of the commonwealth of 
Pennsylvania passed out of existence 
without disposing of the complaint 
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and the Pennsylvania Public Utility 
Commission came into office taking 
jurisdiction of all undisposed cases 
then pending before the Public Serv- 
ice Commission, and the administra- 
tion of the Public Utility Law effec- 
tive June 1, 1937; and that on March 
7, 1938, supra, the Pennsylvania Pub- 
lic Utility Commission entered a re- 
port and order dismissing petition- 
er’s complaint. 

The petitioner prays that it be 
granted a rehearing and reargument 
believing itself to be harmed by the 
action of the Commission and _ be- 
lieving that the report and order con- 
tains errors and fails to consider vital 
points advanced in the petitioner’s case 
as more fully and specifically appears 
in the following specifications: 

[1] A. Since the argument was 
not heard by the Commission which 
entered the report and order, the ef- 
fect was to decide by a tribunal which 
took no part in the hearing or argu- 
ment. Therefore petitioner was de- 
prived of its right to have its case 
heard and argue its position before 
the tribunal which disposed of the 
matter. Petitioner therefore avers 
that it has not been given a hearing 
measuring up to the requirements of 
the due process of law. 

Respondent in its answer to the pe- 
tition denies that its refusal was not 
in accordance with its tariff and de- 
nies that petitioner is the legal owner 
of a large apartment development 
known as Villa D’Este apartments, 
located in Upper Darby township, 
Delaware county, so as to entitle it 
to electric service under its Whole- 
sale Light and Power Rate delivered 
and metered at a single point. While 
admitting that the Public Service 
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Commission of the commonwealth of 
Pennsylvania went out of existence 
without disposing of the complaint 
and that the Pennsylvania Public Util- 
ity Commission came into office, tak- 
ing jurisdiction of all cases undis- 
posed of and pending before the Pub- 
lic Service Commission, respondent 
denies that the Public Service Com- 
mission went out of existence on June 
1, 1937, and on the contrary avers the 
said Commission under and pursuant 
to the provisions of the Act of As- 
sembly approved March 31, 1937, P. 
L. 160, Act No. 43, went out of ex- 
istence April 1, 1937, and that under 
and pursuant to the statute, the pres- 
ent Commission administered the pro- 
visions of the Public Service Com- 
pany Law of Pennsylvania from April 
1, 1937, to June 1, 1937, and took 
jurisdiction of all undisposed cases 
pending before the Public Service 
Commission on April 1, 1937, includ- 
ing the instant complaint. It is de- 
nied that petitioner is harmed by the 
report and order of the Commission 
made and entered on or about March 
7, 1938, supra. (a) That Honorable 
Thomas C. Buchanan, a member of 
the Commission at the time of issuing 
the report and order, was a membet 
of the Public Service Commission of 
the commonwealth of Pennsylvania 
at the time of the oral argument of 
the case and was present in his official 
capacity throughout the argument; 
that the Honorable Richard J. Beam- 
ish, a member of the Commission at 
the time the report and order was is- 
sued, was counsel of the Public Serv- 
ice Commission of the commonwealth 
of Pennsylvania at the time of the 
oral argument in the case and accord- 
ing to its best recollection was pres- 
26 P.U.R.(N.S.) 
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ent in his official capacity throughout 
said oral argument; and that members 
of the Commission’s legal department 
now and at the time of issue of said 
report and order were members of the 
legal department of the Public Serv- 
ice Commission of the commonwealth 
of Pennsylvania and as such were 
present in their official capacities at 
the time of the oral argument. (b) As 
the record shows, and as the Com- 
mission found and determined, no 
substantial dispute between the parties 
regarding the facts existed, such facts 
appearing of record essentially by 
stipulation. Extensive main briefs by 
both parties, and a reply brief by com- 
plainant, were filed by the parties to 
the proceeding, setting forth and ar- 
guing their respective contentions, in- 
cluding all the contentions mentioned 
in the petition for rehearing. Ac- 
cordingly, no oral argument is neces- 
sary to acquaint the Commission with 
the facts and no opportunity to pre- 
sent additional facts is sought in the 
petition for rehearing. (c) The Com- 
mission, with its present personnel 
was in legal existence almost a year 
from the time of its creation and the 
issuance of its report and order of 
March 7, 1938, supra, and during this 
time petitioner had ample opportunity 
to request oral argument before your 
body had it so desired. No such re- 
quest was made, but on the contrary 
petitioner chose to take its chances on 
a favorable decision and elected to 
leave the Commission under no im- 
pression other than that petitioner was 
desirous and willing that the Commis- 
sion should decide the case on the 
status of the record before it. Hav- 
ing so chosen, petitioner is deprived 
of no right and is denied no hearing 


26 P.U.R.(N.S.) 


fully measuring up to the require. 
ments of due process of law where 
the Commission’s report and order 
appears to go contrary to petitioner's 
hopes and contentions. A sustaining 
of petitioner’s position as to depriva- 
tion of right and lack of due process 
would be tantamount to an assertion 
that in every case which was pending 
before and undetermined by the Pub. 
lic Service Commission of the com. 
monwealth of Pennsylvania at the 
time of its abolition and supersession 
on April 1, 1937, parties to the record 
could remain silent until the Com. 
mission had disposed of the case and 
then claim a right to a rehearing or to 
an argument or to a reargument be- 
cause of such abolition and superses- 
sion. 

B. The petitioner further avers 
that the report and order fails to con- 
sider its most important point which 
in outline is as follows: Respondent 
published a tariff available to the con- 
sumers of large quantities of elec- 
tricity at consumer’s option. It is ad- 
mitted that petitioner consumes enough 
current to entitle it to the rate but 
respondent avers that it does not con- 
strue the word “consumer”’ to include 
petitioner. Evidence was presented 
to show that respondent has construed 
the word “consumer” in other in- 
stances to include entities or associa- 
tions of the class of your petitioner 
such as (1) the Alden Park Manor 
group, (2) the Touraine apartments, 
(3) Concord Hall, (4) Lenox apart- 
ments. Thus the Commission’s report 
and order failed to give any weight 
at all or even consider respondent's 
construction of its own tariff. 


Respondent, in its answer to the 
petition, denied that the Commission 
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failed to consider the point outlined 
in the petition substantially to the al- 
leged effect that respondent by single 
point delivery to the Alden Park Man- 
or group, Touraine apartments, Con- 
cord Hall, and Lenox apartments had 
construed the word “consumer”’ to in- 
clude situations similar to Villa 
D'Este. The record and respond- 
ent’s briefs were replete with facts 
and factors negativing petitioner’s 
contention and demonstrably show- 
ing the dissimilarity between Villa 
D'Este and the other situations. The 
Commission found and determined 
that : 

“Taking into consideration all the 
evidence presented that the certificate 
holders are the ‘equitable owners’ and 
in many instances the occupants of 
each apartment, that the trustee’s du- 
ties are limited and not discretionary, 
that no profit was contemplated, that 
the whole group of apartment house 
dwellings in general does not have 
common conveniences, that for all 
practical considerations each is a sepa- 
rate and distinct residence having all 
the necessary facilities and being en- 
tirely complete in itself, it is our opin- 
ion that this association is not such a 
bona fide business unit as would en- 
title it to come within the Wholesale 
Power and Light Classification of 
respondent’s tariff.” 


“To sustain this complaint would 
be to sanction the organization of 
whole blocks of individual owners in- 
to associations like these for the sole 
purpose of affording themselves the 
benefits of a classification to which, as 
individuals, they would not be enti- 
tled. These associations could redis- 
tribute the energy to the owners and 
occupants of the various premises. 
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This device would not necessarily con- 
fine itself to electric companies but 
could be employed by individual own- 
ers to afford themselves the benefits 
of more favorable classifications of 
other utility companies. The effect 
of such an arrangement would be to 
result in upsetting the whole rate 
structure under which the service of 
the Philadelphia Electric Company 
and other utilities is furnished, to the 
detriment and discrimination of thous- 
ands of other individual consumers.” 
(23 P.U.R.(N.S.) 178, 186.) 

[2] The respondent further an- 
swers that there was no conflicting 
testimony as to the fact that Alden 
Park Manor, Touraine apartments, 
Concord Hall, and Lenox apartments, 
in contrast from Villa D’Este, were 
composed of buildings and common 
enclosures or otherwise as single physi- 
cal units having common conveniences, 
such as elevators, and not being sepa- 
rated by public highways and not be- 
ing affected with such a “trust” ar- 
rangement or with separate mort- 
gages, equitable interest, mortgage de- 
faults, building and loan mortgagee 
possessions and the many other ele- 
ments and characteristics individual 
and peculiar to Villa D’Este. The 
Commission’s report amply evidences 
that it had considered petitioner’s con- 
tention as to the similarity and as to 
the alleged interpretation by respond- 
ent company and had dismissed the 
same as erroneous in fact and law. 
There exists no requirement that the 
Commission must make the express 
findings or detailed determinations 
upon every contention advanced by a 
party to a proceeding, and all the more 
is this so where such contentions do 
not involve conflicting evidence but 
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are no more than arguments from ad- 
mitted facts. 

C. The petitioner further states the 
Commission’s decision is influenced 
by its conclusion that petitioner is not 
a ‘common-law trust” because certifi- 
cate holders have rights other than 
“rights to receive dividends.” It is 
admitted that petitioner is owner of 
the development as trustee for the 
benefit of certificate holders. This is 
a well-recognized use of the common- 
law trust. 

“Among the most common uses of 
the business trust devise are the plat- 
ting, development, and sale of tracts 
of land and the construction and man- 
agement of large office buildings.” 


Bogert on Trusts and Trustees, 
§ 231. In § 291, maintenance and 
management of cooperative apartment 
houses is specifically mentioned. It 
is true, where the certificate holders 
or shareholders have rights in the con- 
trol of the trust, the law may construe 
the trust as a partnership, or an asso- 
ciation from the standpoint of liability 
of shareholders. If shareholders are 
to be immune from personal liability, 
it is true they “should have no rights 
except to receive dividends. _ 
For all other purposes the limitation 
of rights of shareholders has no sig- 
nificance ; likewise common-law trusts 
may be construed as partnerships, 
joint stock companies, or associations 
within the meaning of tax statutes. 
This was the point in Crocker v. Mal- 
ley (1919) 249 U. S. 223, 63 L. ed. 
573, 39 S. Ct. 270, cited by the Com- 
mission, but this has no relevancy to 
the issue involved. It can make no 
difference regarding petitioner’s right 
to the wholesale rate whether it is a 
joint stock company, a corporation, a 
26 P.U.R.(N.S.) 


partnership, or a business trust. The 
point is that petitioner is owner of the 
development and is operating it as 3 
single unit for a single purpose and 
there is no question but that petitioner 
is the active operator of the develop- 
ment of certificate holders and ten. 
ants. If the profit element were requi- 
site, it can be found in the efficiency 
incident to unified operation which 
inures to the benefit of certificate hold- 
ers and to tenants in the form of low- 
er rents or possible distributions to 
certificate holders not occupying 
apartments. 

For answer the respondent states 
that all these arguments were be- 
fore the Commission in the briefs 
at the time of the Commission’s re- 
port and order and that petitioner's 
contention is devoid of any matters 
which were not before the Commis- 
sion and which the report and order 
show were fully considered. Further 
that the Commission report and order 
negative the point that petitioner is the 
owner of the development and is op- 
erating it as a single unit for a single 
purpose. 

D. The petition further states that 
the Commission’s opinion is influenced 
by its conclusion that a common-law 
trust is of doubtful validity in Penn- 
sylvania, and it follows from what 
has been said that for purposes of this 
case, it is immaterial whether for one 
purpose or another petitioner may be 
construed as a partnership or corpora- 
tion. Small v. Smith (1928) 294 Pa. 
163, 143 Atl. 786, recognizes a “‘com- 
mon-law trust” as such. See also Bo- 
gert—Trust and Trustees, § 293, to 
the effect that “validity” and “illegal- 
ity” as applied to such a trust is a 
misnomer and means that the organi- 
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zation may be construed as an associ- 
ation or a corporation for this pur- 
pose. 

For answer respondent avers that 
f petitioner fails to point out error in 
the Commission’s report and order 
but evidences petitioner’s disinclina- 
tion to be persuaded by the Commis- 
sion’s findings and determinations. 
The Commission’s findings and de- 
terminations expressly negatived this 
contention : 


“Since the validity of such an as- 
sociation is still an open question in 
this commonwealth, let us further as- 
sume that it is validly recognized. The 
remaining question is then squarely 


(23 P.U.R.(NS.) 178, 


presented.” 
186.) 

E. Petitioner states the Commis- 
sion in its opinion gives weight to the 
argument that to sustain the complaint 
might result in blocks of individual 
owners organizing into associations 
for the purpose of receiving wholesale 
rates from utilities and would result 
in detroying the basis upon which re- 
spondent’s tariff was established. Pe- 
titioner submits that this argument 
cannot properly be considered in de- 
termining petitioner’s right to the 
rate. In the first place, petitioner’s 
development is and always has been 
operated as a unit. Structurally it 
consists of five groups of apartments, 
each group has a common roof and 
constitutes a single building; there is 
common heating plant, common ten- 
nis courts, unified janitor service, 
maintenance, driveways, etc. The sit- 
uation is different from the situation 
contemplated by the Commission of 
tows of individual separate houses 
uniting into an association. Secondly, 
it is respondent’s tariff they are con- 
[13] 
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sidering and the sole question is wheth- 
er under that tariff and respondent’s 
construction thereof, petitioner is en- 
titled to the rate. It is within the pow- 
er of respondent in devising its rates 
to define their availability with accu- 
racy including or excluding the class 
in which petitioner falls, but respond- 
ent cannot, in applying the filed tariff 
capriciously discriminate between con- 
sumers of the same class, applying 
standards known only to respondent 
to accomplish the discrimination, and 
that Art. III, § 302 of the Public 
Utility Law compels respondent to 
give petitioner the benefit of the most 
advantageous rate. 

In its answer respondent states the 
Commission fully considered and dis- 
posed of all matters regarding the 
physical characteristics of the build- 
ings, the nature of their occupancy, 
the nature of the interests of the oc- 
cupants, and the interest of the build- 
ing and loan associations. Respond- 
ent’s Rule 2.2 provides: 

“2.2 Single Point Delivery. Unless 
otherwise stipulated therein, the rates 
named in the tariff for each class of 
service are based upon the supply of 
the service to one entire premise 
through a single delivery and meter- 
ing point. Separate supply for the 
same customer at other points of con- 
sumption shall be separately metered 
and billed.” 

F. In conclusion, petitioner avers 
it is owner and active operator of an 
apartment house development which it 
operates as a unit; that it receives and 
pays 218 separate electric bills which 
respondent renders to petitioner cov- 
ering all but a few of the individual 
apartments; that respondent looks to 
26 P.U.R.(N.S.) 
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the petitioner only for the payment of 
these bills, and that petitioner is en- 
titled to the rate applied for under re- 
spondent’s own construction of its 
published tariff. 

For answer, respondent avers that 
this contention is a repetition of those 
made before the Commission by com- 
plainant in its “Briefs” which were 
fully understood and considered by 
the Commission and rejected as un- 
sound. 

Respondent, in concludnig its an- 
swer to the Commission, contends for 
the principle that it is well settled that 
a rehearing should be denied where 
the petitioner does not allege facts 
different from those already consid- 
ered, or where it is apparent that it 
fully proved that the facts set up 
would not result in changing the Com- 
mission’s conclusion. 

In our report and order of March 
7, 1938 (23 P.U.R.(N.S.) 178, 187) 
the points of contention involved in 
this proceeding were exhaustively re- 
viewed and the conclusions reached 
therein definitely supported our find- 
ing “that this association is not such 
a bona fide business unit as would en- 
title it to come within the Wholesale 
Power and Light Classification of re- 


spondent’s tariff.” To here review th 
conclusions reached in our former oy. 
der would result in mere repetition, 
We now have carefully reviewed ¢y. 
ery contention raised in the instant pe 
tition and are unable to find any point 
which has not been thoroughly covered 
in the report and order of March 7, 
1938, supra. The Act of Assembly 
approved March 31, 1937, P. L. 16) 
Act No. 43, provided that all prto- 
ceedings pending before the Public 
Service Commission of the common. 
wealth of Pennsylvania shall contin. 
ue and remain in full force and effect, 
as if that Commission had not been 
abolished, and may be completed by 
the Pennsylvania Public Utility Com. 
mission. The full record of the in. 
stant proceeding is before us, the Ad 
of Assembly, above cited, empowers 
us to dispose of the proceeding and 
no useful purpose could be served by 
rehearing or rearguing the case. Com- 
plainant’s petition raises no new point 
and all points have been fully covered 
by the report and order of March /, 
1938, supra. Therefore, 

Now, to wit, October 10, 1938, it 
is ordered: That the petition for te- 
hearing and reargument be and is 
hereby denied. 
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©. 1. Rilling et al. 


Vv 


Pennsylvania Gas Company 


[Complaint Docket No. 11565.] 


Service, § 117 — Duty to serve. 
1. A public utility is required by law to supply its service to all consumers, 


26 P.U.R.(N.S.) 
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in the city where it operates, who apply to it, if the applicant can be served 
by a reasonable outlay of capital, p. 197. 


Service, § 184 — Extension — Profitableness. 
2. The determining factor when application is made for an extension of 
service is not one of profit alone, but the utility company must serve all who 
can be reasonably reached, and what is or is not a reasonable extension 
cannot be governed by any general rule, p. 197. 


[October 10, 1938.] 


— against refusal of gas utility to extend service: 


extension ordered. 


By the Commission: E., L. Rilling 
and eleven other residents in the city 
of Erie complain and say they have 
applied to the Pennsylvania Gas Com- 
pany, the respondent, for service, and 
are willing to abide by its rules and 
regulations, but service is denied them. 
The answer of respondent admits the 
denial of service, justifying the same 
by stating that the necessary expenses 
required will not justify the exten- 
sion asked for. 

When the complainants applied for 
service, they were informed that the 
application would not be granted un- 
less each consumer deposited $90 
toward the payment of the cost, or a 
total of $1,080, said deposit to be re- 
junded at the rate of $120 for each 
additional house receiving service 
irom the extension facilities. The 
complainants declined to accept that 
proposition and brought this action 
before the Commission. 

The territory where complainants 
reside is in a district where the streets 
are unpaved and where there are no 
sewerage facilities. Water facilities 
were installed during the year 1937, 
and eight of the applicants have 
availed themselves of this convenience, 
one obtains his water supply from a 
well located on the premises through 
an electrically operated pump and the 
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record does not disclose the source of 
water service to three applicants. 
Electric service is also available and 
is being used. 

The complainants’ residences are 
located along South Elmwood avenue 
cross streets, West 37th, West 38th, 
and West 39th streets, extending west- 
ward from Elmwood avenue. There 
are 21 buildings within the area de- 
scribed, one of which is a 2-family 
house. One of the complainants owns 
two houses and the complainants’ tes- 
timony indicates that gas service ap- 
pliances would be installed for four- 
teen consumers. This would indicate 
a saturation of approximately 64 per 
cent, which is not an unreasonably 
low saturation attainment during the 
first year in which service is avail- 
able. Eleven complainants own the 
properties in which gas service would 
be used, and have stated of record 
that they are financially able to install 
the necessary piping and equipment in 
their homes and will take service im- 
mediately, if it is made available. Gas 
will be used principally for cooking 
and also for water heating purposes 
during the summer months. 

Estimates of cost of installing the 
facilities were submitted by the re- 
spondent covering the installation of 
2-inch, 3-inch, and 4-inch pipe, re- 
26 P.U.R.(N.S.) 
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spectively, and a combination estimate 
of 2-inch, 3-inch, and 4-inch pipe. 
Two-inch pipe is large enough to sup- 
ply the present complainants and 
would cost approximately $2,500 to 
install. However, respondent stated 
that if it is ordered to render service 
to complainants, the installation would 
be made of 2-inch, 3-inch, and 4-inch 
pipe which would cost approximately 
$4,400. This installation, however, 
would take care of future development 
in the territory and includes pipe with 
capacities larger than necessary, hence 
not fully used or useful in supplying 
the present complainants. 

The record does not clearly indicate 
the full utilization of gas service if it 
were made available. One of the com- 
plainants believes that his gas bill 
would average between $4 and $4.50 
per month, and from his conversa- 
tions with the other applicants, the 
monthly bill would average between 
$2.25 and $3. Another complainant 
expected his bill would average $3 
and another between $2.50 and $3 per 
month. An average bill of $2.95 per 
month would indicate a consumption 
of 3,000 cubic feet, or at the rate of 
36,000 cubic feet per year, which is 
75 per cent of the Erie average an- 
nual consumption, and under the pres- 
ent rates would produce a gross reve- 
nue of $378 annually for fourteen 
consumers. Respondent used an av- 
erage annual consumption of 18,000 
cubic feet which for fourteen consum- 
ers would produce a gross revenue of 
$189. This estimate is unsupported 
by consumer appliance data. 

Respondent estimates twelve con- 
sumers to be served from the sought- 
for extension, and estimates $162 an- 
nual gross revenue from these twelve. 
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Annual operating expenses as esti. 
mated by respondent includes 216,000 
cubic feet of gas at 38.18 cents per 
thousand cubic feet, including depre- 
ciation, transmission, etc., over the 
entire system, or a total of $82.47 
Annual distribution costs of $4.32 and 
general expense costs of $5.87 make 
a total of $10.19 per consumer or 
$123, so that the total annual cost js 
$205. If the same ratios of cost were 
used for fourteen consumers, the op- 
erating expense would be $239 and 
the gross revenue $189. 

The Commission is not persuaded 
that the respondent’s estimate of gross 
revenue is sufficiently supported to in- 
dicate the annual revenue that may be 
anticipated from the applicants and it 
accepts the testimony of the complain- 
ants, indicating that a minimum aver- 
age consumption per family would be 
3,000 cubic feet per month and for 
fourteen consumers this would pro- 
duce a gross annual revenue of $378. 
The record does not indicate that op- 
erating expenses as detailed by the re- 
spondent in so far as the distribution 
costs and general expense are con- 
cerned at $10.19 per consumer would 
apply to the fourteen prospective con- 
sumers. There is nothing of record 
which would indicate that the expen- 
ses of the company would be increased 
uniformly by this amount as addition- 
al consumers are added. 

Based upon the use of 3,000 cubic 
feet a month for each of the fourteen 
consumers, which is a total of 504,000 
cubic feet a year, the cost of such gas, 
including depreciation, transmission, 
etc., of 38.18 cents per thousand feet, 
submitted by respondent, would be 
$192. Adding additional customers 
to existing systems does not result in 
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a corresponding increase per customer 
for distribution and general expense 
items totaling $10.19, submitted by 
respondent. It would appear that the 
total additional cost, exclusive of re- 
turn, on the sought-for extension of 
rendering service to the fourteen con- 
sumers, would not exceed $300. Up- 
on such finding, there remains at least 
$78 available for return. 

[1,2] The issue raised by the evi- 
dence is one of service and not of 
rates. The respondent is a public util- 
ity company, and it is required by law 
to supply its service to all consumers 
in Erie who apply to it if the applicant 
can be served by a reasonable outlay 
of capital. The determining factor is 
not one of profit alone, 1t must serve 
all who can be reasonably reached, and 
what is or is not a reasonable exten- 
sion cannot be governed by any gen- 
eral rule. The cost of installing the 
facilities is not excessive, if the prop- 
er pipe sizes are installed to supply the 
complainants’ consumption demands 
as indicated by respondent, or used by 
the Commission in estimating gross 
revenue, and also if consideration ts 
given to the probability of serving the 
additional houses now erected in the 
territory. The construction thereof 
will undoubtedly result in others ac- 
cepting service therefrom in the fu- 
ture, 

We fail to see any force in the ob- 
jection made on account of the pres- 
ent facilities used by the applicants for 
cooking, water heating and part-time 
house heating, character of building, 
and lack of growth during the past 
several years. 


In the case of People ex rel. New 
York & Q. Gas Co. v. McCall (1917) 
245 U. S. 345, 351, 62 L. ed. 337, 
P.U.R.1918A, 792, 797, 38 S. Ct. 122, 
the Supreme Court of the United 
States held: 

“Corporations which devote their 
property to a public use may not pick 
and choose, serving only the portions 
of the territory covered by their fran- 
chises, which it 1s presently profitable 
for them to serve, and restricting the 
development of the remaining por- 
tions by leaving their inhabitants in 
discomfort without the service which 
they alone can render.” [Italics sup- 
plied. ] 

It is the opinion of the Commission 
that the prayer of the complainants’ 
petition should be granted and an or- 
der in accordance therewith be issued ; 
therefore, 


Now, to wit, October 10, 1938, it 
is ordered: ‘That the complaint be 
and is hereby sustained. 

It is further ordered: That Penn- 
sylvania Gas Company, respondent, 
install the facilities necessary and suit- 
able for supplying gas service to the 
complainants on the same basis as the 
service is supplied to the neighboring 
consumers in the city of Erie, predi- 
cated upon fourteen prospective con- 
sumers to be served from the sought- 
for extension, filing with respondent 
applications for gas service. 


It is further ordered: That respond- 
ent complete the installation of facili- 
ties as aforesaid within sixty days of 
date of the receipt of the last of the 
said fourteen applications for service. 
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CALIFORNIA RAILROAD COMMISSION 


Re Arthur E. Travis et al. Doing Busi- 


ness under the Firm Name of 


Liberty Van Lines et al. 


[Decision No. 31216, Application No. 22109.] 


Security issues, § 71 — Basis — Franchise or permit. 


1. The Commission has no power to authorize the capitalization of any 
franchise or permit whatsoever, or the right to own, operate, or enjoy any 
such franchise or permit, in excess of the amount actually paid to the state 
or to a political subdivision thereof as the consideration for the granting 
of such franchise, permit, or right, p. 200. 


Security issues, § 71 — Basis — Cost of operating rights. 
2. The amount expended by a motor carrier in connection with proceedings 
before the Commission involving a certificate of public convenience and 
necessity was allowed to be capitalized although this included legal fees and 
witness fees, p. 200. 

Certificates of convenience and necessity, § 138 — Transferability. 


3. City carrier permits and radial carrier permits are not transferable, and 
it is therefore necessary for a corporation acquiring the property of permit 
holders to file requests for similar permits, if it desires to continue the 
authorized operations, p. 201. 


[August 22, 1938.] 


Eine pag for authority to transfer the assets of a motor 
carrier to a corporation and for authority to issue stock 
in payment therefor; granted in modified form. 


¥ 


APPEARANCES: Burl D. Lack, for 
applicants; A. D. Allen, for Bekins 
Van and Storage, an interested party. 


By the Commission: This is an 
application for an order authorizing 
Arthur E. Travis and R. M. Travis, 
individuals doing business under the 
firm names and style of Liberty Van 
Lines and Western Van & Storage 
Co., and A. E. Maultby, an individual 
doing business under the firm name 


and style of Senator Transfer, to sell 
and transfer their operative rights, 
rolling equipment, and other assets, 
subject to outstanding liabilities and 
obligations, to Western Van & Stor- 
age Company, a recently organized 
corporation, and authorizing Western 
Van & Storage Company to issue in 
payment therefor $15,000 par value 
of its common capital stock or so 
much thereof as may be authorized 
by this Commission. 
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Arthur E. Travis and R. M. Travis 
are engaged in the business of public 
warehousing in Sacramento and in 
the general local and long-distance 
hauling of new furniture and house- 
hold goods between various points in 
the state of California as hereinafter 
set forth. Said applicants now hold 
a city carrier permit No. 34-69, for 
the city of Sacramento, dated Decem- 
ber 6, 1935, a radial carrier permit, No. 
34-68, dated November 20, 1935, and 
operative rights, acquired pursuant to 
authority granted by Decision No. 
28914, dated June 22, 1936, provid- 
ing for the automotive transportation 
as a highway common carrier of 
household goods, furniture, pianos, 
and similar personal effects, including 
trunks and baggage over routes and 
between terminals named and inter- 
mediate points as follows: 

Sacramento to San Francisco and 
Oakland via Vallejo; Sacramento to 
Redding via Woodland; Sacramento 
to Redding via Marysville; Sacra- 
mento via Nevada City and Colfax 
via Auburn; Sacramento to Placer- 
ville; Sacramento to San Francisco via 
Rio Vista; Sacramento to Fresno. 

The operating rights were created 
by Decision No. 13775, dated July 3, 
1924 (P.U.R.1925A, 202) as amend- 
ed by Decision No. 13902, dated 
August 8, 1924, in Application No. 
9727, and by Decision No. 17916, 
dated July 18, 1927, in Application 
No. 11777 and are of course subject 
to the terms and conditions set out 
in those decisions. The rights origi- 
nally were granted to Sarah S. Burger, 
but were transferred by her to the 
present owners, applicants herein, un- 
der the authority granted by said De- 
cision No, 28914, dated June 22, 1936. 
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For the year ending December 31, 
1937, Arthur E. Travis and R. M. 
Travis report from their automotive 
operations gross revenues of $1,243.97 
and net profit of $156.40, and from 
their storage, draying, and incidental 
operations, gross revenues of $14,- 
678.71 and net profit of $4,777.61. 

A. E. Maultby is engaged in the 
general transfer business in Sacra- 
mento. He now holds no permits 
from this Commission and has not 
been required to file annual financial 
reports of his operations. 

Arthur E. Travis and R. M. Trav- 
is and A. E. Maultby have concluded 
that their businesses can be conducted 
more advantageously under one own- 
ership by a corporate organization 
and they therefore have caused the 
formation of Western Van & Storage 
Company, one of the applicants here- 
in, and propose and have made ar- 
rangements to sell and transfer to it 
their rights, properties, and assets. 
The corporation was organized under 
the laws of the state of California on 
or about May 26, 1938, with an au- 
thorized capital stock of 2,500 shares 
of the par value of $10 each, all com- 
mon. 

A copy of the agreement of sale 
and transfer between the several par- 
ties, dated May 26, 1938, has been 
filed in this proceeding as Exhibit E. 
Under its terms the sellers agree to 
sell, transfer, and assign to the new 
corporation all of the good will and 
assets of their businesses, subject to all 
liabilities and obligations thereof as 
of April 1, 1938, “in exchange for 
1,500 shares of capital stock of second 
party (or so much thereof as is au- 
thorized by the Railroad Commission 
to be issued in pursuant of this appli- 
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cation) of the par value of $10 per 
share and of the aggregate par value 
of $15,000 (or an aggregate par value 
equal to the number of shares author- 
ized to be issued multiplied by ten).” 
In addition the corporation agrees to 
assume and discharge all liabilities of 
the sellers. 

As of April 1, 1938, the date speci- 
fied in the agreement of sale and 
transfer, applicants report the assets 
and liabilities of the sellers as follows: 


Assets 


Warehouse and office equipment 
Trucks 

Cash 

Notes receivable 

Good will 

Liberty franchise 


Notes payable 
Net worth 


It is of record that subsequent 
April 1st applicants paid the note of 
A. E. Maultby in the amount of 
$644.30. Moreover, a 1936 Dodge 
truck carried on the balance sheet at 
$900 was turned in as part payment 
on an International semitrailer van 
costing about $3,000. There is ap- 
proximately $1,640 due on this truck. 

[1, 2] Applicants have assigned 
a value of $5,000 to the certificate of 
public convenience and necessity ac- 
quired by Arthur E. Travis and R. 
M. Travis under the authority grant- 
ed by Decision No. 28914 dated June 
22, 1936. In this connection the at- 
tention of applicants is directed to 
§ 52 (b) of the Public Utilities Act 
which provides, among other things, 
that the Commission shall have no 
power to authorize the capitalization 
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of any franchise or permit whatso. 
ever or the right to own, operate, or 
enjoy any such franchise or permit, 
in excess of the amount actually paid 
to the state or to a political subdiyi- 
sion thereof as the consideration for 
the grant of such franchise, permit, or 
right. Further, the Commission stat. 
ed in its Decision No. 28914, referred 
to above, that operative rights do 
not constitute a class of property 
which should be capitalized or used 


Travis 


$1,000.00 
2,940.00 
960.00 
745.02 
2,500.00 
5,000.00 


$12,745.02 


Maultby 
$100.00 


Total 
$1,100.00 
3,440.00 
960.00 
1,389.32 
3.500.00 
5,000.00 


$15,389.32 


Total 


$1,389.32 
14,000.00 


$15,389.32 


1,000.00 


$2,644.30 


Maultby 


$644.30 
2,000.00 


$2,644.30 


Travis 


$745.02 
12,000.00 


$12,745.02 


as an element of value in determining 
reasonable rates. 

The testimony shows that about 
$1,100 was expended in connection 
with proceedings before the Commis- 
sion involving the certificate of pub- 
lic convenience and necessity which 
the present owners thereof desire to 
transfer to Western Van & Storage 
Company. This amount, though it 
includes legal fees and witness fees, 
we will recognize for the purpose of 
the issue of stock. 

The record does not warrant us to 
authorize the issue of any _ stock 
against the $3,500 reported as “good 
will.” 

After considering the record in this 
proceeding we believe that Western 
Van & Storage Company should not 
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issue more than $8,050 of stock in in any respect limited to the number 

payment for the properties it intends of rights which may be given. 

to acquire'from Arthur E. Travis, R. [3] The city carrier permit and 

M. Travis, and A. E. Maultby, and the radial carrier permit now held by 

assume their liabilities incident to the the sellers are not transferable and it 

properties acquired by it. will be necessary, if the new corpora- 
In making the order we wish to tion desires to continue such opera- 


‘ tions, for it to file in its own name 
place the purchaser upon notice that ag : 
. : : requests for similar permits. 
operating rights do not constitute a 


b alized Inasmuch as A. E. Maultby is not 
class of property to be open ized OF now operating under the jurisdiction 
used as an element of value in deter- 


: ; of the Commission he may transfer his 
mining reasonable rates. Aside from properties without permission from 
their purely permissive aspect they ex- the Commission. So far as the trans- 
tend to the holder a full or partial fer of properties is concerned this or- 
monopoly of a class of business over der, accordingly, will be limited to 
a particular route. This monopoly authorizing the transfer of the rights 
feature may be changed or destroyed and properties of Arthur E. Travis 
at any time by the state, which is not and R. M. Travis. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re York Railways Company 


[Application Docket No. 54845.] 


Consolidation, merger, and sale, § 38 — Grounds for disapproval — Pending rate 
case of subsidiary. 

1. A plan of reorganization involving the consolidation of several affiliated 
corporations should be disapproved when the probable future income and 
the present liabilities of the debtor corporation are undetermined because of 
pending rate litigation of a subsidiary whose common stock is owned by the 
debtor corporation and whose note is pledged by the debtor corporation as 
security for bonds, such stock and note constituting the principal assets of 
the debtor corporation, p. 202. 


Security issues, § 9 — Extension of maturity — Reorganization plan — Effect 
of judicial decision. 
2. A plan of reorganization involving the extension of the maturity date 
of bonds of the debtor corporation must of necessity be approved by the 
Commission, when, pursuant to a judicial decision, the Commission has 
issued an order registering a securities certificate in the principal amount 
of the bond issue and has thus approved the extension of the maturity 
of the bonds, although the Commission feels that there is not sufficient 
property back of the bonds to justify an issue of the amount involved, 
[November 22, 1938.] 
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|. ¢emews by street railway corporation for approval of 

plan of reorganization; portion of plan relating to exten- 

sion of maturity date of bonds approved and portion of plan 
relating to consolidation disapproved. 


By the Commission: York Rail- 
ways Company, a Pennsylvania corpo- 
ration, filed its voluntary petition in 
bankruptcy under § 77B of the Na- 
tional Bankruptcy Act. York Rail- 
ways Company is a public utility un- 
der the Public Utility Law, engaged 
in the transportation of persons as a 
common carrier. The debtor submitted 
to the Federal court a proposed plan 
of reorganization, and has in this pro- 
ceeding submitted the said plan to us 
under the provisions of §§ 177 and 
178 of the aforesaid Bankruptcy Act. 

We have held hearings on the plan 
of reorganization, at which appear- 
ances were entered on behalf of the 


city of York and private citizens of 
York. 


[1] The proposal contains alterna- 


tive plans of reorganization. The 
first alternative provides for the ex- 
tension of the maturity date of $5,- 
000,000 principal amount of the out- 
standing bonds of the York Railways 
Company for a period of ten years 
from December 1, 1937, to December 
1, 1947. The second alternative in 
the plan is predicated upon the follow- 
ing plan: 

“The physical assets of Edison 
Light and Power Company and York 
Steam Heating Company shall be 
subjected to the mortgage securing 
the bonds of the debtor as a first lien 
thereon, and the balance of the prop- 
erty now subject to the lien of said 
mortgage, other than the property of 
the debtor now being used by Edison 
26 P.U.R.(N.S.) 
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Light and Power Company as part of 
its electric facilities, shall be released 
from the lien thereof. Edison Light 
and Power Company and York Steam 
Heating Company will transfer, con- 
vey, and deliver to Metropolitan Edi- 
son Company all of their property, 
real, personal, and mixed, subject to 
the lien of said mortgage, and Metro- 
politan Edison will assume all of their 
duties, debts, and liabilities. The 
debtor will transfer, convey, and de- 
liver to Metropolitan Edison Company 
all its property now being used by 
Edison Light and Power Company 
as part of its electric facilities, and 
Metropolitan Edison will assume the 
mortgage of the debtor and all bonds 
issued thereunder. All of the com- 
mon stocks and notes of and accounts 
receivable from Edison Light and 
Power Company and York Steam 
Heating Company will be delivered 
to such companies respectively for can- 
cellation.” 

York Railways Company has ovt- 
standing bonds in a principal amount 
in excess of the sum of $5,000,000, 
which are dated December 1, 1907, 
and which carry a maturity date of 
December 1, 1937. York Railways 
Company owns the common stock of 
the Edison Light and Power Com- 
pany, which stock, with other collat- 
eral, is pledged as security for the 
aforesaid bonds. Edison Light and 
Power Company serves electric ener- 
gy in the city of York and in adjacent 
points in York county. The property 
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of Edison Light and Power Company 
is not encumbered by any bond issues, 
the only outstanding securities of that 
company being the aforesaid issue of 
common stock owned by the debtor. 

York Railways Company’s princi- 
pal asset is its holding of Edison 
Light and Power Company stock and 
a note of $1,066,559.48 from Edison 
Light and Power Company. In addi- 
tion to this the debtor has holdings in 
the stock of York Steam Heating 
Company and York Bus Company, 
and also obligations of Glen Rock 
Electric Company and York Steam 
Heating Company, and NY PANYJ, all 
affiliates. The value of the physical 
assets of the debtor is nominal. 


The second alternative in the in- 
stant plan of reorganization involves 
the consolidation of the York electric 
and steam properties with the proper- 
ty of Metropolitan Edison Company, 
all of said properties being indirectly 
owned and controlled by NYPANJ, 
a holding company of the Associated 
Gas and Electric Company system. 

The Edison Light and Power Com- 
pany is presently involved in rate liti- 
gations. An inquiry and investigation 
into the rates of Edison Light and 
Power Company was begun by us at 
Complaint Docket No. 11108 (19 
P.U.R.(N.S.) 474; 21 P.U.R.(N.S.) 
328). Following extensive hearings, 
we issued a temporary rate order di- 


recting the filing of traffic intended to 
effect a reduction in annual revenues 
in the sum of $435,000. The en- 
forcement of this order was enjoined 
by the Federal court for the middle 
district of Pennsylvania: Edison 
Light & P. Co. v. Driscoll (1937) 21 
F. Supp. 1, 20 P.U.R.(N.S.) 353. A 
subsequent order was thereafter en- 
joined by a statutory court for the 
eastern district of Pennsylvania: Edi- 
son Light & P. Co. v. Driscoll ( [1938] 
25 P.U.R.(N.S.) 441). This latter 
decree, enjoining the enforcement of 
the Commission order, has been ap- 
pealed by us to the Supreme Court of 
the United States. No permanent 
order has as yet issued in those pro- 
ceedings, and it is not likely that that 
litigation will finally be determined 
for a long period of time. There is, 
therefore, a contingent liability for 
refunds which may conceivably be 
upwards of a million dollars.’ 

Because the principal asset of the 
York Railways Company is its hold- 
ings of the stock and notes of Edison 
Light and Power Company, the rates 
to be charged, i. e., the earnings ot 
that company in the future, is an all- 
essential problem in the determination 
of the present value of the property 
for merger purposes, for upon this, of 
course, depends the reasonableness of 
the consideration. 


It follows that there are two funda- 





1Tn the testimony of the rate case an ex- 
pert witness of Edison Light and Power 
Company stated that the present rates pro- 
duce a revenue of at least $236,000 yearly in 
excess of the allowable return on a basis of 
73 per cent upon the value of the property as 
fixed by the engineers of the company. 
Transcript of testimony, Edison Light & 
P. Co. v. Driscoll (1937) 21 F. Supp. 1, 
20 P.U.R.(N.S.) 353. The company con- 
tends that a rate of 74 per cent should be al- 
lowed. The Commission contends in that 
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case that 6 per cent is the proper rate, and 
further contends that the value of the prop- 
erty set by the respondent’s engineers is ex- 
cessive. The excess of return between pres- 
ent rates and allowable rates prescribed by 
the Commission is $435,000 annually. The 
rate case has been in existence for nearly 
four years and, therefore, whether or not the 
temporary rate order is sustained, the prob- 
ability of substantial refund upon final deter- 
mination of rates must be given considera- 
tion. 
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mental requisites for the proper con- 
sideration of the terms of merger, 
which are now undeterminable, name- 
ly, that probable future income of the 
debtor, and secondly, the present lia- 
bilities of the debtor. Until these two 
problems are determined it would be 
impossible for us to intelligently pass 
upon or approve the provisions of con- 
solidation contained in the instant 
plan of reorganization. 

The importance of the determina- 
tion of similar considerations has 
been recognized by the courts of 
Pennsylvania: Brookville v. Public 


Service Commission, 102 Pa. Super. 
Ct. 503, P.U.R.1931E, 157, 157 Atl. 
513; affirmed (1932) 307 Pa. 194, 
P.U.R.1933A, 80, 160 Atl. 856. In 
that case a proposed plan of merger 
was presented to us when there was 
a pending rate case. We approved the 


merger. An appeal was taken by the 
complainants in the rate case, who 
appeared as protestants to the pro- 
posed merger. The superior court re- 
versed our order on the grounds that 
the matters which were yet undeter- 
mined in the rate case were essential 
to the problems to be considered in 
the merger, and that it was inadvisa- 
ble for us in that case to proceed with 
the merger. From the opinion of the 
supreme court we quote the follow- 
ing: 

i We, however, are in ac- 
cord with the superior court in its 
opinion that: ‘Not only the rights of 
the immediate parties to this sale are 
involved, but the public’s interest is 
to be protected and it may be detri- 
mentally affected if an excessive con- 
sideration is paid. The purchaser is 
assuming the debts of the Solar Elec- 
tric Company but the record is silent 
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whether the price is fair or exorbitant. 
The debts may be utterly dispropor- 
tionate to the value of the property, 
It is not unreasonable to conclude that 
the amount of the investment will cal] 
for a corresponding return in diyi- 
dends and it may fairly be assumed 
that their payment would fall finally 
on the consumers in the borough, 
Whether the consideration is com- 
mensurate with the fair value of the 
property is, therefore, an_ essential 
fact which should have been found 
and not ignored. It makes no differ- 
ence whether this consideration is in 
the form of cash, securities, or an as- 
sumption of the company’s obliga- 
tions. Evidence should have been 
offered to show the value of the prop- 
erty and that fact determined before 
the approval of its sale.’ ” 


We think that the instant case, be- 
cause of the wide variance in the con- 
tentions of the parties, presents even 
a stronger case against the feasibility 
of now approving a proposed plan of 
merger. Essential elements are im- 
possible of determination and, there- 
fore, the plan of reorganization, in 
so far as it relates to the second al- 
ternative, that is, to the consolidation 
of the properties of Metropolitan 
Edison Company, Edison Light and 
Power Company, and York Steam 
Heating Company, is impossible of 
approval. 

Therefore, the second alternative 
in the plan of reorganization, that in- 
volving the consolidation of Edison 
Light and Power Company, York 
Steam Heating Company, and Metro- 
politan Edison Company is disap- 
proved. 

[2] We shall now consider the first 
alternative of the plan of reorganiza- 
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tion, namely, the extension of the ma- 
turity date of $5,000,000 principal 
amount of the bonds of York Rail- 
ways Company for a period of ten 
years. A statement of the proceed- 
ings before us involving this same 
matter is worthy of the consideration 
of your Honorable Court. 

York Railways Company on July 
21, 1937, filed with us Securities Cer- 
tificate No. 18 under the provisions of 
Art. VI of the Public Utility Law, 
1937 P. L. 1053. The certificate 
sought the extension of $5,500,000 
principal amount of bonds for a pe- 
riod of ten years from December 1, 
1937, to December 1, 1947. By an 
appropriate statement of record the 
certificate was amended to reduce the 
proposed extension of $5,000,000. 
These are the same bonds involved in 
the first alternative plan of reorgani- 
zation. These bonds were, of course, 
issued prior to the creation of a regu- 
latory Commission in Pennsylvania, 
and, therefore, had never been ap- 
proved by us. 


We held hearings on the proposed 
extension and gave consideration to 
the above-mentioned rate proceeding 
against Edison Light and Power 
Company. After having given full 
consideration to the question of the 
value of the property securing the 
bonds, and to the probable earning 
power of that property, we concluded 
that the value of the property justi- 
fied a bonded indebtedness of only 
$3,300,000, and we accordingly ap- 
proved an extension of only $3,300,- 
000, of bonds. From such order an 
appeal was taken to the superior court 
by York Railways Company ( [1938] 
— Pa. Super. Ct. —, 24 P.ULR. 
(N.S.) 401, 198 Atl. 920). Our or- 


der was reversed. A petition for al- 
lowance of an appeal to the supreme 
court was filed in that court ([1938] 
— Pa. —, 24 P.U.R.(N.S.) 405, 200 
Atl. 864) but the prayer of the peti- 
tion was denied. The court held that 
it was our duty to make a reasonable 
order on the facts as they then stood 
and, regardless of whether or not the 
property back of the bonds was ade- 
quate to sustain the issuance of new 
bonds in the principal amount of $5,- 
000,000, that it was unreasonable for 
us to refuse to extend an existing in- 
debtedness. We quote from the opin- 
ion of the superior court as follows: 


“Passing by, at this time, the ques- 
tion raised by the appellant as to the 
constitutionality of § 601 of the Pub- 
lic Utility Law, 66 PS § 1241, par- 
ticularly as affecting a mere extension 
of the time of payment of an existing 
obligation, it seems clear to us that 
the provision in the act just quoted 
is dealing with the consideration by 
the Commission of the issue of new, 
additional, or substituted securities 
which may affect the capital structure 
of the utility company to the injury 
of the public served by it. It contem- 
plates the reasonable regulation of se- 
curities to be issued by the utility com- 
pany, in the interest, and to the benefit 
and advantage of the public served by 
the utility company. Neither it nor 
the earlier provision in the same sec- 
tion extending the meaning of the 
term, ‘issuance of securities’ so as to 
include the making of ‘any change in 
any term or condition of, any stock 
certificate, or other evidence of equi- 
table interest in itself, or any bond, 
note, trust certificate, or other evidence 
of indebtedness of itself,’ furnishes 
any ground on which to base an or- 
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der, that is of benefit to neither the 
public nor the utility company and 
the natural and probable consequences 
of which will be the ‘death’ of the 
utility company, the stopping of its 
service to the public and considerable 
loss to its security holders. 

“Tt must be remembered that the 
Public Utility Law is not a ‘Blue 
Sky’ law. The ‘public’ for whose con- 
venience, accommodation, safety, and 


protection the act is concerned is the’ 


public who use or desire to use the 
service and facilities of the utility 
company, or of some other utility 
company, and who may be affected by 
the operation of the public utility. It 
does not refer to the general investing 
public. Whatever benefit or advan- 
tage may accrue to the investing pub- 
lic is incidental only to the main pur- 
pose of regulating public utility com- 
panies in the interest of securing to 


the public, using and desiring to use 
them, reasonably adequate service and 
facilities at fair and reasonable and 
nondiscriminatory rates. 


“Viewed in this light what possible 
benefit can accrue to either the public 
using the service and facilities of the 
appellant, or the holders of its bonds, 
by an order which will result in throw- 
ing a going public utility, which had 
always met the interest on its obliga- 
tions and materially reduced the prin- 
cipal, into bankruptcy, disrupting, if 
not destroying, its service and caus- 
ing considerable loss to the holders of 
its bonds? 

“We conclude that the reason given 
by the Commission for rejecting the 
registration of the certificate as to all 
bonds in excess of $3,300,000 is with- 
out reasonable justification in the act; 
that the determination of the Commis- 
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sion is not supported by evidence, and 
that the order is so arbitrary and un- 
reasonable as to amount to error of 
law.” 

We believe that the decision indj- 
cates that the superior court decided 
that these are the bases of an exten- 
sion of existing bonds and not for a 
new program of capitalization. We 
strongly feel that there is not suffi- 
cient property back of the bonds of 
York Railways Company to justify 
an issue of more than $3,300,000 
principal amount of bonds. But for 
the reason that, pursuant to the order 
of the superior court, we already have 
issued an order registering the secu- 
rities certificate in the principal amount 
of $5,000,000, and have thus approved 
the extension of the maturity of these 
bonds for a period of ten years, the 
first alternative in the plan of reor- 
ganization must of necessity be ap- 
proved by us. 

We believe our duty, under the 
Bankruptcy Act, in cases such as this, 
is to pass on to your Honorable Court 
the benefit of our experience with the 
knowledge of problems involving pub- 
lic utilities under our jurisdiction. We 
believe by this opinion we have done 
this. It may well be that your Honor- 
able Court, in determining the future 
capital structure of the debtor, may 
obtain some guidance and advice from 
the matters herein set forth; there- 
fore, 

Now, to wit, November 22, 1938, 
it is ordered: That that portion of 
the plan of reorganization of York 
Railways Company, in proceedings of 
reorganization pursuant to § 77B of 
the Bankruptcy Act as amended, in 
the United States district court for 
the eastern district of Pennsylvania, 
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docketed to No. 20123 in Bankruptcy, 
be and the same is hereby approved in 
so far as it provides for the extension 
of the maturity date of $5,000,000 
principal amount of the bonds of York 
Railways Company for a period of ten 
years from December 1, 1937, to De- 
cember 1, 1947. 

It is further ordered: That that 
portion of the plan of reorganization 
of York Railways Company in pro- 
ceedings of reorganization pursuant 
to § 77B of the Bankruptcy Act as 
amended, in the United States district 
court for the eastern district of Penn- 
sylvania, docketed to No. 20123 in 
Bankruptcy be and the same is hereby 
disapproved and rejected in so far as 
it provides: “The physical assets of 
Edison Light and Power Company 
and York Steam Heating Company 
shall be subjected to the mortgage se- 
curing the bonds of the debtor as a 
first lien thereon, and the balance of 
the property now subject to the lien 
of said mortgage, other than the prop- 
erty of the debtor now being used by 
Edison Light and Power Company as 
part of its electric facilities, shall be 


released from the lien thereof. Edi- 
son Light and Power Company and 
York Steam Heating Company will 
transfer, convey, and deliver to Metro- 
politan Edison Company all of their 
property, real, personal, and mixed, 
subject to the lien of said mortgage, 
and Metropolitan Edison will assume 
all of their debts, duties, and liabili- 
ties. The debtor will transfer, con- 
vey, and deliver to Metropolitan Edi- 
son Company all its property now be- 
ing used by Edison Light and Power 
Company as part of its electric facili- 
ties, and Metropolitan Edison will is- 
sue the mortgage of the debtor and 
all bonds issued thereunder. All of 
the common stock and notes of and 
accounts receivable from Edison Light 
and Power Company and York Steam 
Heating Company will be delivered to 
such companies respectively for can- 
cellation,’ and all matters contained 
in said plan of reorganization which 
relate to the acquisition of the prop- 
erty of Edison Light and Power 
Company and York Steam Heating 
Company by Metropolitan Edison 
Company. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Village of Pardeeville 


(CA-747.) 


Accounting, § 52 — Municipal plant — Excess labor cost — WPA project. 


1. Excess labor cost in a WPA project of a municipality constructing a 
waterworks system should not be set up as a cost upon the books of the 


utility, p. 208. 


Depreciation, § 64 — Municipal water plant. 


2. Depreciation of a municipal water utility was computed at 14 per cent 
on about half of the base and 1 per cent on the balance, p. 208. 
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Expenses, § 134 — Municipal plant — 


Taxes. 


3. Allowance should be made for local and school taxes in computing water 
rates of a municipal plant, if for no other reason than to provide a safe 
margin for bond amortization and interest, p. 208. 


[November 10, 1938.] 


Tabanan by a municipality for authority to operate as 
a water utility and to establish rates; application granted 


and rates 


By the Commission: On August 
11, 1938, the village of Pardeeville 
filed an application for authority to 
transact business as a water utility 
and to construct a waterworks sys- 
tem, for approval of plans, and for a 
tentative prescription of rates. 

Hearing was held in Madison on 
September 8, 1938, before Examiner 
W. A. Anderson. The appearances 


were: 
Rogers and Owens, Attorneys of 
Portage, by Philip Owens, Henry 


Cruckson, Village Clerk, Pardeeville, 
Charles Kamrath, Trustee, Pardee- 
ville, V. Hamel, Engineer, Portage, 
for village of Pardeeville, applicant; 
E. W. Moke, of the rates and research 
department, and W. A. Kuehlthau, of 
the engineering department, of the 
Commission staff. 

Since the hearing, and on Septem- 
ber 20, 1938, the applicant has voted 
upon the proposal “to construct and 
acquire a waterworks plant and sys- 
tem’ and to issue mortgage bonds in 
an amount not to exceed $45,000 un- 
der the provisions of § 66.06, Statutes. 
The referendum carried by 209 votes 
for and 145 against. 

Applicant proposes to finance the 
proposal by the issuance of mortgage 
bonds in the amount of $45,000 and 
by a grant of the PWA of $41,120. 
To this will be added an amount of 
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established. 
¥ 
$49,244 of WPA labor. Thus the 


total eventual cost of the Pardeeville 
waterworks system will be $135,364, 

[1-3] It is apparent from a check 
made by the Commission’s engineer- 
ing staff that the excess labor cost in 
the WPA project adds about $44,000 
to the installation cost. This should 
not be set up as a cost upon the books 
of the utility. Subtracting this excess 
from the total estimated cost leaves an 
amount of $91,000 of depreciable 
property. Depreciation should be com- 
puted at 14 per cent on $45,000 and 
1 per cent on $46,000, or a total of 
$1,022. To this should be added also 
an allowance for local and school taxes 
if for no other reason than to provide 
a safe margin for bond amortization 
and interest. It appears that an allow- 
ance of $820 per annum is sufficient. 

Return at the rate of 54 per cent 
on the $45,000 for which applicant 
will issue bonds adds $2,475 per an- 
num, sufficient to take care of the in- 
terest requirements of $1,800 per an- 
num for the first two years and to 
build a sinking-fund reserve to aid in 
retiring the principal in the third year 
of operation. 

Applicant estimates $1,050 as an- 
nual operating expenses to which 
should be added an amount of about 
$677 to cover average maintenance of 
production and distribution properties. 
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These total costs, inclusive of operat- 
ing expenses, return, taxes, and depre- 
ciation, amount to an annual revenue 
requirement of $6,044, which may be 
allocated to the two major classes of 
service as follows: 
Fire protection service 
General service 

In view of the fact that it is planned 
to build this system in two sections the 
eventual fixed charges and operating 
expenses will not be immediately ap- 
plicable and some modification of the 
costs and resultant rates to cover such 
costs can, therefore, be made. 

The Commission has consistently 
urged that meters be installed, main- 
tained, and owned by water utilities. 


If the applicant finds that sufficient 
funds do not accrue for the purchase 
and installation of these meters, a 
schedule of connection charges ade- 
quate to cover the cost of the meters 
should be adopted by the applicant and 
charged to each customer connected. 
When this is done the payments re- 
ceived from the sale of meters should 
be accounted for as contributions in 
aid of construction. 


Findings of Fact 
The Commission finds that the pro- 
posal of the village of Pardeeville to 
construct a waterworks system is in 
the public interest, and that the rates 
herein authorized are reasonable. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


[2-U-35.] 


Louis Podell et al. 


Wisconsin Telephone Company 


[2-U-280. ] 


Rates, § 558 — Telephones — Hand-set charge. 

1. The right of a telephone company to an additional hand-set charge 
must be predicated on a showing that the furnishing of such a service en- 
titles it to make an additional charge for this service over and above its 
basic rates, p. 211. 

Expenses, § 140 — Telephone hand-set service — Premature retirement losses. 
2. Past expenses attributed to the use of hand sets and future expenses 
attributed to the hand sets previously purchased and for the use of which 
extra charges have been paid by telephone subscribers may, with some 
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equity, be attributed to the subscribers who have used hand sets in the 
past and are now using such instruments, p. 212. 


Expenses, § 140 — Telephone hand-set service — Premature retirement losses. 
3. Premature retirement losses due to future transfers of telephone sub- 
scribers to hand-set use aer not properly chargeable to subscribers who haye 
used hand sets in the past and are now using such instruments, p. 212. 


Expenses, § 140 — Telephone hand sets — Additional cost. 
4. Commercial costs attributable to changes to hand sets from other types of 
telephone instruments and an allocation of general expenses not directly 
caused by the use of a different type of instrument are costs not properly 
chargeable to hand-set users, p. 212. 


Depreciation, § 77 — Hand-set telephones. 


5. Depreciation expense of hand-set telephone instruments was allowed at 
the rate of 3.4 per cent based upon an 18-year life, 5 per cent negative sal- 
vage, and a 6 per cent sinking fund, p. 213. 


Rates, § 558 — Telephone hand-set charges. 
6. Revenues received in the past or the amount of expenses which may be 
incurred at distant dates in the future should not control a determination of 
the reasonableness or unreasonableness of a surcharge for hand-set tele- 
phone service at the present time, p. 214. 


Rates, § 558 — Telephone hand sets — Extra charge. 
7. An additional current annual cost of hand-set telephone service amount- 
ing to 184 cents per instrument is so small that it does not warrant an add- 
ed monthly charge, especially since the collection of such a charge involves 
some additional cost for income tax, collection expense, license payments, 


and revenue taxes, p. 214. 


[October 28, 1938.] 


- pgeiariscaps ane of surcharge for hand-set telephone instru- 
ments; discontinuance of additional hand-set charge ordered. 


By the Commission: On February 
6, 1935 (8 P.U.R.(N.S.) 267) the 
Commission entered an order in the 
above-entitled matter requiring Wis- 
consin Telephone Company to discon- 
tinue applying the additional monthly 
charge of 25 cents for the use of hand- 
set instruments and in lieu thereof to 
file and charge a recurring additional 
rate of 8 cents per month. That order 
also retained jurisdiction to make such 
further adjustments as are necessary 
and reasonable. 

On March 4, 1938, the Commission 
entered an order requiring the com- 
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pany to show cause, if any there be, 
why the present additional charge of 
8 cents per month for hand-set serv- 
ice should not be ordered discontinued. 
Public hearing was held at Madison, 
July 12, 1938, before Commissioner 
Robert A. Nixon and Examiner C. V. 
Olson. 


APPEARANCES: D. A. Myse, Attor- 
ney, of the Commission staff; Miller, 
Mack & Fairchild, Attorneys, by Fred- 
eric Sammond, and J. F. Krizek, Gen- 
eral Attorney, Milwaukee, Wisconsin 
Telephone Company. 
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[1] The company contends that we 
have no authority to eliminate the 
hand-set rate without considering and 
determining the company’s over-all 
earnings and rate of return upon its 
property. We determined in our de- 
cision of February 6, 1935, supra, that 
we might institute other proceedings 
involving the company and enter sepa- 
rate orders disposing of matters which 
have been completely investigated. In 
our order we specifically observed that 
this power was especially clear in re- 
spect to separate consideration of 
hand-set charges which can be most 
expeditiously handled by independent 
investigation since an order as to such 
charges would not disturb the com- 
pany’s basic rates. The company’s 
right to an additional hand-set charge 
must be predicated on a showing that 
the furnishing of such a service en- 


titles it to make an additional charge 
for this service over and above its ba- 
sic rates. 


The company further contends that, 
if the 8-cent charge is eliminated, the 
out-of-pocket cost of putting in hand 
sets will be $58,000 on a present-worth 
basis; that the annual out-of-pocket 
cost is 61 cents per year per hand set, 
a figure which does not include the 
premature retirements of desk sets; 
and that the elimination of the hand- 
set charge will accelerate the move- 
ment from desk sets to hand sets be- 
yond what the company can efficiently 
and economically absorb. 

Exhibit CH-13 introduced by the 
company shows that since August, 
1935, when the 8-cent rate became ef- 
fective, there has been a substantial 
growth in the use of hand sets. In 
the first seven months of 1935 hand 
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sets constituted 25 per cent of the to- 
tal inward station movement. In the 
last five months of 1935 the percentage 
rose to 35 and in the first five months 
of 1938 to 69. Changes to hand sets 
increased in ratio to the average num- 
ber of stations in the latter part of 
1935 and 1936 and declined after the 
peak in 1936 for the following two 
years. From the evidence submitted 
and the statement of counsel, it is ap- 
parent that the 8-cent charge at the 
present time does not constitute a ma- 
terial deterrent to the public’s demand 
for hand sets. For instance, in those 
cases where the customer can have any 
type of instrument he desires without 
paying a change-in-type charge, as in 
“installs” and “reinstalls,” it is found 
that 93 per cent of such cases in the 
first five months of 1938 involved 
hand sets, which compares with 76 per 
cent in 1937. It is evident that the 
real deterrent to the installation of 
hand sets is the $2 change-in-type 
charge and that the elimination of the 
monthly charge would have little ef- 
fect on the rate at which such instal- 
lations are made and hence on the pre- 
mature retirement of desk sets. 

The company’s Exhibit CH-14 con- 
tains a calculation of estimated reve- 
nues and expenses attributable to hand 
sets from 1928 to 1963, assuming the 
extra charge had been eliminated Jan- 
uary 1, 1938, all figures being reduced 
to a common level by determining 
their present worth at December 31, 
1937. By this exhibit the company 
claims that as a final result, over the 
life of the hand sets purchased prior 
to December 31, 1937, and after all 
desk sets have been retired, it would 
suffer, on a present-worth basis, a net 
loss of $57,846 from hand-set opera- 
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tions, exclusive of return on invest- 
ment. 

[2, 3] In Exhibit CH-14 the com- 
pany has taken the revenues received 
to date from hand-set users, and has 
offset against these three classes of 
charges: 

1. Past expenses attributed to the 
use of hand sets; 

2. Future expenses attributed to the 
hand sets purchased up to December 
31, 1937, and for the use of which 
extra charges have been paid by the 
subscribers ; 

3. Premature retirement losses due 
to future transfers to hand-set use. 

The first two classes of cost may 
with some equity be attributed to the 
subscribers who have used hand sets 
in the past, and are now using such 
instruments, but to charge them also 
with costs attributable to future users 
of hand sets appears to lack justifica- 
tion. Premature retirement losses in 
the future, if such exist, should eq- 
uitably be paid by the subscribers 
causing such losses, or covered by the 
general rate schedule, and should not 
be loaded on subscribers who have al- 
ready paid the extra costs for which 
they were responsible. If the cost of 
premature retirement were excluded 
from Exhibit CH—14, the final result 
of the tabulation would be materially 
changed. It is likely that, with this 
exclusion the result would be a profit 
sufficient to yield more than ample re- 
turn on the depreciated additional in- 
vestment in hand sets purchased prior 
to January 1, 1938. 

The company further contends that 
in addition to the differential between 
the cost of a new hand set and a desk 
set, the annual cost of furnishing hand 
sets (on the present basis of an 8-cent 
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monthly charge) is €1.8 cents, which 
is exclusive of costs of premature re. 
tirement of desk sets due to use of 
hand sets. Exhibit CH-15 shoys 
what the company claims are annual 
expense charges in the provision of a 
hand set over and above those of a desk 
set. The figures are as follows: 


First Cost—December 31, 1937, Prices 
Hand telephone set 

Desk stand set 

Additional cost—Hand set over 


Additional Annual Charges 


Maintenance $ 
Depreciation @ 7% of line (C) ... 
Commercial expense 

General and miscellaneous expense 
License payments 

Revenue taxes 

Income taxes * 


ASP tata? 


* 19.78% of annual hand-set revenue minus 
sum of expenses at lines D to I. 


The prices for these instruments are 
based on the prices set by the Western 
Electric Company which is a subsid- 
iary of the American Telephone and 
Telegraph Company. The Wisconsin 
Telephone Company is also a subsid- 
iary of the latter. The testimony in- 
dicates that no desk sets have been 
manufactured since 1930, and there- 
fore the desk sets now sold at the 
prices listed are reconditioned instrv- 
ments. The evidence indicates the 
prices for instruments of both types 
set by Western Electric Company but 
does not show the actual cost of manu- 
facturing and selling those instru- 
ments. Nor does it appear to us that 
the license payments made by the com- 
pany to American Telephone and 
Telegraph Company have been proved 
to be actual cost of services. 

[4] Referring to the second por- 
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tion of the foregoing table, Collection 
Expense (included in item F’), License 
Payments (item H), Revenue Taxes 
(item I), and Income Taxes (item J) 
are all charges that exist only if an 
extra charge for hand-set service is 
continued. In addition commercial 
costs attributable to changes to hand 
sets from other types of instruments, 
and an allocation of general expenses 
not directly caused by the use of a 
different type of instrument, are costs 
not properly chargeable to hand-set 
users. Eliminating the above charges, 
and deducting the saving in income 
taxes on the remaining costs, the to- 
tal annual costs of hand-set service 
(per Exhibit CH-15) are as follows: 


Maintenance ; 
Depreciation @ 7% of line (C) Ex. 
CH-1 


2 
.096 


$ .318 
Deduct—Savings in Income Taxes due 
to existence of above extra costs 


(19.78% of 22.2) 
$ .274 


[5] In reference to item D of Ex- 
hibit CH-15, Maintenance, it is noted 
that the company’s estimate of the ad- 
ditional repair expense for 1938 does 
not allow any credit for the lower costs 
of field repairs on hand sets which 
apparently are continuing in 1938, es- 
timated at 5.3 cents per station per 
year (Exhibit CH-23, Table 8). 
Furthermore, depreciation is included 
in Exhibit CH-15 at 7 per cent, 
straight-line basis, and return is fig- 
ured on an undepreciated base. This 
estimated depreciation rate is based 
on the judgment of the company’s en- 
gineer, since retirement experience on 
hand sets has been very limited. The 
estimated life of fourteen to fifteen 
years for such sets, which serves as a 


basis for this depreciation rate, is less 
than the experienced life on desk sets. 
In the judgment of members of the 
Commission’s staff, who testified in 
this case, the life of hand sets will be 
at least eighteen years. 

After considering the evidence, it 
is our opinion that an 18-year life is 
reasonable, and also that for the pur- 
poses of this case depreciation should 
be computed on the sinking-fund ba- 
sis. The use of straight-line deprecia- 
tion is not proper unless a deduction 
is made from the rate base for accrued 
depreciation. No information as to 
accrued depreciation existing in the 
hand sets is available in this case. 
When the sinking-fund method is 
used, with a proper interest rate, an 
undepreciated rate base is equitable. 

We believe that for the purposes of 
this case a depreciation rate of 3.4 
per cent is reasonable, which is based 
upon an 18-year life, 5 per cent nega- 
tive salvage, and a 6 per cent sinking 
fund. Application of this rate to the 
additional cost of hand sets shown in 
Exhibit CH-15 results in additional 
annual depreciation of 5.4 cents in- 
stead of 11.2 cents. Correction for 
the items of maintenance and depre- 
ciation results in annual costs of pro- 
viding hand-set service over and above 
those for desk sets as follows: 
Maintenance (.11 minus .053) ... 


Depreciation @ 3.4% 054 
Return @ 6% of line (C) Ex. CH-15 .096 


.207 
Deduct—Savings in income taxes due 
to existence of above extra costs 
(19.78% of 11.1) 


*Income tax savings would be more if 
interest component of sinking-fund deprecia- 
tion were included as a deduction. 


The above costs represent the addi- 
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tional cost of hand-set service on the 
basis of the current prices being 
charged by the Western Electric 
Company for hand and desk sets. 

[6, 7] The company has gone to 
considerable length in showing the 
:past revenues and alleged added costs 
incurred in rendering hand-set serv- 
ice, together with future estimated 
average cost. The revenues received 
in the past or the amount of expenses 
which may be incurred at distant dates 
in the future should not control a de- 
termination of the reasonableness or 
unreasonableness of a surcharge for 
hand-set service at the present time. 
There is nothing in the record to in- 
dicate that the additional cost of fur- 
nishing this service in the future will 
increase; in fact the contrary is indi- 
cated. The current annual added cost 
of hand-set service as indicated above 
is so small that it does not warrant an 
added monthly charge, especially since 
the collection of such a charge involves 
some additional costs for income tax, 
collection expense, license payments, 
and revenue taxes. It is not reason- 
able to insist upon a differential in 
rate for every minute variation in cost ; 
and ordinarily no additional charge 
should be imposed merely because of 
a difference in the type of instruments 
used, especially when the instrument 
for which no surcharge is made and 
upon which the difference in costs is 
determined has not been manufac- 
tured since 1930. 

The company in advertising its 
service stresses the hand-set instead 
of the desk-set instrument. The tes- 
timony shows that the public is de- 
manding for new service connections 


installation of hand sets rather thay 
desk sets. The hand set appears to 
have become practically standard 
equipment for modern telephone sery. 
ice, and the company’s basic rate 
therefore, should logically be applied 
to the hand-set instrument, rather than 
to the desk-set instrument, as standard. 


The book depreciation reserve on 
station apparatus on December 31, 
1937, was more than 53 per cent of 
the book cost of the property. This 
reserve is ample to take care of any 
premature retirement losses the com- 
pany may suffer on desk sets. In 
fact, if all desk sets were immediately 
retired, this reserve would more than 
cover the necessary write-off. 

The loss of revenue incurred by the 
elimination of the hand-set charge 
may be equitably offset against the 
reduction ordered in Docket 2—U-335, 
and will be so treated in the final ad- 
justment of rates therein prescribed if 
that order is sustained. 


Findings 


The Commission finds that the pres- 
ent additional monthly charge for 
hand-set telephones in urban service 
is unreasonable and excessive and un- 
reasonably discriminatory against sub- 
scribers using such equipment. 


ORDER 


It is therefore ordered, that effec- 
tive the first billing date following this 
order the Wisconsin Telephone Com- 
pany shall withdraw and discontinue 
applying the present additional month- 
ly charge of 8 cents for hand-set in- 
struments. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Utilities Employees Securities Company 
et al. 


[File Nos. 31-419, 60-1.] 


Procedure, § 28.1 — Hearing — Privacy — Confidential information. 

1. Section 22 of the Public Utility Holding Company Act of 1935, which 
provides for confidential treatment of information and data contained in 
documents filed with the Commission, is inapplicable to a record of evidence 
at a hearing, whether such record be composed of a transcript of oral testi- 
mony, or documents introduced as exhibits, or both; such an exhibit incor- 
porated into the record would not constitute a “document filed with the 
Commission,” p. 218. 


Procedure, § 28.1 — Hearing — Confidential treatment of information — Partic- 
ularization in motion. 

2. A blanket request for confidential treatment of all information and data 
adduced in a hearing before the Commission, without particularization of 
any document alleged to be private in character, itself marks the motion as 
inappropriate under § 22 of the Public Utility Holding Company Act of 
1935, which provides for confidential treatment of documents filed with the 
Commission, p. 218. 

Trade secrets — What constitutes — Method used in investment business. 
3. Information concerning the method whereby affiliated corporations car- 
ry on their investment business and their purchases and sales of securities 
does not constitute “trade secrets or processes,” p. 219. 

Procedure, § 28.1 — Hearing — Privacy. 


4. The Commission is under no obligation to hold private hearings under 
provisions of the Public Utility Holding Company Act of 1935, relating to 
the determination of the status of corporations as affiliates, and indeed may 
be under obligation not to hold them in private when the public interest or 
the interests of investors or consumers direct otherwise; private hearings 
should be the exception rather than the rule, in view of the particular abuses 
against which the act was designed including lack of adequate informa- 
tion, p. 220. 


[October 20, 1938.] 
ees for confidential treatment of information and data 
adduced in the course of a hearing in proceedings to de- 


termine whether or not a corporation is a subsidiary of certain 
named companies; motion denied. 


¥ 


By the Commission: There is be- adduced in the course of a consolidated 
fore us a motion for confidential hearing on two proceedings now pend- 
treatment of all information and data ing before the Commission. On April 
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2, 1938, Utilities Employees Securities 
Company filed an application under 
§ 2(a) (8) of the Public Utility Hold- 
ing Company Act of 1935 (15 USCA 
§ 79b) for an order declaring it and 
its subsidiary, New England Capital 
Corporation, not to be subsidiary 
companies of certain named companies 
in the Associated Gas and Electric 
Company system. On September 2, 
1938, this Commission commenced 
proceedings under § 2(a)(11)(D) 
(15 USCA § 79b) of the act to de- 
termine whether UESCO and NECC 
are affiliates of certain named com- 
panies alleged to be members of the 
same system. The relevant portions 
of §§ 2(a) (8) and 2(a)(11)(D) are 
quoted in the margin. On the same 
day the Commission by order consoli- 
dated the two matters for purposes of 
hearing,® and set them down for hear- 
ing on September 15, 1938. It was 


during the course of this consolidated 


hearing, on October 5, 1938, that 


UESCO filed the motion herein jp. 
volved requesting that the Commis. 
sion treat as confidential, and forbid 
any disclosure of, all information and 
data adduced in the course of the pro- 
ceedings by way of testimony, docu. 
ments, exhibits, or otherwise; that no 
further hearings or proceedings be 
held unless such hearings or proceed. 
ings be private and confidential in 
character; and that UESCO and 
NECC be given an opportunity to be 
heard and to file briefs on the motion, 
A request for a stay of the hearing 
pending determination of the motion 
was denied, and on October 10, 1938, 
oral argument was had before the 
Commission. 

The motion purports to be filed pur- 
suant to § 22 of the act and Rule 
U-22B-1 of the Commission’s “Gen- 
eral Rules and Regulations under the 
Public Utility Holding Company 
Act of 1935.” The claim for con- 
fidential treatment is predicated on 





1 Utilities Employees Securities Company 
and New England Capital Corporation are 
hereinafter referred to, respectively, as 
“UESCO” and “NECC.” The Public Utility 
Holding Company Act of 1935 is sometimes 
referred to as the “act.” 

2Section 2 (a)(8) provides, in part, that 
“The Commission, upon application, shall by 
order declare that a company is not a sub- 
sidiary company of a specified holding com- 
pany under clause (A) if the Commission 
finds that (i) the applicant is not controlled, 
directly or indirectly, by such holding com- 
pany (either alone or pursuant to an ar- 
rangement or understanding with one or more 
other persons) either through one or more 
intermediary persons or by any means or de- 
vice whatsoever, (ii) the applicant is not an 
intermediary company through which such 
control of another company is exercised, and 
(iii) the management or policies of the ap- 
plicant are not subject to a controlling in- 
fluence, directly or indirectly, by such hold- 
ing company (either alone or pursuant to an 
arrangement or understanding with one or 
more other persons) so as to make it neces- 
sary or appropriate in the public interest or 
for the protection of investors or consumers 
that the applicant be subject to the obligations, 
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duties, and liabilities imposed in this title up- 
on subsidiary companies of holding com- 
panies.” (15 USCA § 79b(a) (8). 

Paragraph (D) of § 2(a) (11) provides 
that the term “affiliate” of a specified com- 
pany means “any person or class of persons 
that the Commission determines, after appro- 
priate notice and opportunity for hearing, to 
stand in such relation to such specified com- 
pany that there is liable to be such an absence 
of arm’s-length bargaining in transactions be- 
tween them as to make it necessary or ap- 
propriate in the public interest or for the pro- 
tection of investors or consumers that such 
person be subject to the obligations, duties, 
and liabilities imposed in this title upon af- 
— of acompany.” (15 USCA § 79b (11) 
(D).) 

3On October 3, 1938, UESCO filed a pe- 
tition for review, and for a stay of the order 
for consolidation, in the United States circuit 
court of appeals for the third circuit. On the 
same day, the court directed its clerk to noti- 
fy the Commission that a hearing would be 
held on the application for a rule to show 
cause why a stay should not be issued. The 
court, on October 7, 1938, discharged the rule 
and dismissed the application. The petition 
for review is still pending. 
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the grounds that disclosure of such 
information (“all information con- 
tained in any statement, applica- 
tion, report, testimony, exhibits, 
or other documents, papers, infor- 
mation, and data of any kind filed, 
produced or testified to before this 
Commission” in connection with the 
present proceedings ) constitutes irrep- 
arable injury and damage to UESCO 
and NECC in that it has resulted and 
will result in the public disclosure of 
trade secrets and other confidential 
matters. Particularly the claim is 
made that the hearings already held 
have resulted and will continue to re- 
sult in the disclosure to UESCO’s 
competitors, other investing com- 
panies and security dealers, and the 
public, of the nature and character of 
its “established policies for the invest- 
ment of its funds and the particulars 
and details of its business operations 
involved in carrying out those policies 
including the nature of the securities 
in which Employees Company is in- 
terested in investing, the prices which 
it has in the past and presumably will 
in the future be willing to pay there- 
for, the nature of the securities it may 
be interested in selling, and the prices 
it has in the past and presumably will 
in the future be willing to sell at, the 
brokers, organizations, and persons 
through whom it carries out its trans- 
actions, and other details of its busi- 
ness and operations of a highly confi- 
dential nature and substantially con- 
stituting its trade secrets and processes 
in carrying out and completing in 
practice its established investment pol- 
icies.”” The motion seeks to have the 
entire record of the consolidated hear- 
ing kept confidential “for the reason 
that it is impossible to cull from the 
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record and extricate from the confi- 
dential matter any part of the record 
which might under some circum- 
stances be deemed capable of dis- 
closure without harm to Employees 
Company or its subsidiary.” 

At the oral argument before the 
Commission counsel for UESCO vir- 
tually abandoned any reliance upon 
§ 22 and Rule U-22B-1, and en- 
larged the motion to include an appli- 
cation for a private hearing addressed 
to the discretion of the Commission 
under § 19 of the act. 

Before proceeding to any consid- 
eration of the motion, it may be help- 
ful to set forth the provisions of the 
statute, and the rules of the Commis- 
sion, upon which our determination 
must be based. The relevant provi- 
sions of § 22 (15 USCA, § 79v) pro- 
vide as follows: 

“(a) When in the judgment of 
the Commission the disclosure of 
such information would be in the 
public interest or the interest of 
investors or consumers, the infor- 
mation contained in any statement, 
application, declaration, report, or 
other document filed with the Com- 
mission shall be available to the pub- 
lic, and copies thereof may be fur- 
nished to any person at such reason- 
able charge and under such reasonable 
limitations as the Commission may 
prescribe: Provided, however, that 
nothing in this title shall be construed 
to require, or to authorize the Com- 
mission to require, the revealing of 
trade secrets or processes in any appli- 
cation, declaration, report, or docu- 
ment filed with the Commission under 
this title. 

“(b) Any person filing such appli- 
cation, declaration, report, or docu- 
26 P.U.R.(N.S.) 





SECURITIES AND EXCHANGE COMMISSION 


ment may make written objection to 
the public disclosure of information 
contained therein, stating the grounds 
for such objection, and the Commis- 
sion is authorized to hear objections 
in any such case where it finds it ad- 
visable.” 

Acting under the authority of 
§ 22(a), the Commission has pro- 
vided in Rule U-22A-1 that all in- 
formation contained in documents 
filed with it shall be available to the 
public unless any person filing such 
documents objects to the public dis- 
closure thereof in the manner set forth 
in Rule U-22B-1: 

“Unless otherwise directed by the 
Commission and subject to the provi- 
sions of rule U-—22B-1, all informa- 
tion contained in any notification, 
statement, application, declaration, re- 
port, or other document filed with the 
Commission shall be available to the 
public, and copies of any or all infor- 
mation filed in connection with or as 
a part of any of the above documents 
will be furnished to any person upon 
request and upon the payment of the 
charge therefor.” 

Rule U-22B-1 affords a mechan- 
ism for objection to the public dis- 
closure of information filed with the 
Commission : 

“(a) If any person filing a notifi- 
cation, statement, application, declara- 
tion, report, or other document with 
the Commission under any provision 
of the act, or of the rules and regula- 
tions, or any order of the Commission 
thereunder, wishes to object to the 
public disclosure of any information 
contained therein, he shall file that 
portion thereof which contains such 
information separately from the re- 
mainder and shall plainly mark it 
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‘Confidential.’ There shall also be filed 
with such information written objec. 
tion to its public disclosure which (1) 
shall identify that portion of the no. 
tification, statement, application, dec. 
laration, report, or other document to 
the public disclosure of which objec- 
tion is made, (2) shall state the req. 
sons why public disclosure thereof js 
not necessary or appropriate in the 
public interest or for the protection 
of investors or consumers, and (3) 
may request a hearing on the question 
of public disclosure. 

“(b) Until and unless the Commis- 
sion determines that the disclosure of 
such information is necessary or ap- 
propriate in the public interest or for 
the protection of investors and con- 
sumers, it shall not be made available 
to the public.” 

Section 19 relates to hearings by the 
Commission, and provides, in part, 
that hearings “may be public and may 
be held before the Commission, any 
member or members thereof, or any 
officer or officers of the Commission 
designated by it, and appropriate rec- 
ords thereof shall be kept.” Section 
19, therefore, is concerned with the 
public or private character of hear- 
ings held by the Commission, whereas 
§ 22 addresses itself to the public dis- 
closure of information in certain doc- 
uments filed with the Commission. 
Inasmuch as UESCO and NECC 
have not formally withdrawn their 
motion under § 22, we shall discuss 
the applicability of both §§ 22 and 19. 
We observe, however, the contrasting 
functions of these provisions, and con- 
sider first the applicability of § 22, and 
the rules of the Commission promul- 
gated thereunder. 

[1, 2] Section 22 is limited by its 
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terms to “information contained in 
any statement, application, declara- 
tion, report, or other document filed 
with the Commission.”* Section 22, 
therefore, is inapplicable to a record 
of evidence at a hearing, whether such 
record be composed of a transcript 
of oral testimony, or documents in- 
troduced as exhibits, or both. Indeed, 
counsel for UESCO and NECC ex- 
pressly conceded during the argument 
before the Commission that a trans- 
script of oral testimony did not con- 
stitute a filing subject to the provisions 
of § 22, but contended that § 22 did 
encompass an exhibit made part of the 
record of a hearing. Thus it was ar- 
gued that an exhibit read into the rec- 
ord by a witness would be testimony 
beyond the scope of § 22, but that the 
same exhibit incorporated into the rec- 
ord would constitute a “document filed 
with the Commission.” We are un- 


able to accept any such metaphysical 


distinction. Testimony and exhibits 
are both evidence, and their disclosure 
depends upon whether the hearing is 
public or private as determined by the 
Commission, under § 19 of the act, 
in the public interest or for the protec- 
tion of investors or consumers. The 
blanket request for confidential treat- 
ment, without particularization of any 
document alleged to be private in char- 
acter, itself marks the motion as inap- 
propriate under § 22. 

[8] The contention that informa- 
tion concerning the method whereby 


UESCO and NECC carry on their in- 
vestment business and their purchases 
and sales of securities constitutes 
“trade secrets or processes” is wholly 
without merit. These terms are not 
defined in the act and are therefore to 
be given the meaning which they have 
at common law. Henry v. United 
States (1920) 251 U. S. 393, 64 L. 
ed. 322, 40 S. Ct. 185; Keck v. United 
States (1899) 172 U. S. 434, 43 L. 
ed. 505, 19 S. Ct. 254. The de- 
cided cases are clear that the con- 
cept of “trade secrets or proc- 
esses” does not encompass infor- 
mation of the character here involved. 
The court of appeals for the District 
of Columbia, for example, has defined 
the term “trade secrets” as an “‘unpat- 
ented, secret, commercially valuable 
plan, appliance, formula, or process 
which is used for the making, prepar- 
ing, compounding, treating or process- 
ing of articles or materials which are 
trade commodities.” United States 
ex rel. Norwegian Nitrogen Products 
Co. v. United States Tariff Commis- 
sion (1925) 55 App. D. C. 366, 6 F. 
(2d) 491, 495, vacated (1927) 274 
U. S. 106, 71 L. ed. 949, 47 S. Ct. 
499. Similarly, it was said in Re 
Bolster (1910) 59 Wash. 655, 658, 
110 Pac. 547, that: “The term trade 
secret as it is usually understood, 
means a secret formula or process, not 
patented, known only to certain indi- 
viduals who use it in compounding or 
manufacturing some article of trade 





*Of the documents presently in the record 
of these ‘proceedings, three were originally 
filed with the Commission by UESCO: (1) 
The application under § 2(a)(8) of the act 
for an order declaring it and the New Eng- 
land Capital Corporation not to be a subsid- 
iary of certain companies; (2) an amendment 
to the application; and (3) information sup- 
plemental to the application. Rules U-22A-1 
and U-22B-1, quoted above, fully apprised 
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UESCO and NECC of the steps necessary to 
be taken contemporaneously with filing in or- 
der to obtain confidential treatment. Neither 
UESCO nor NECC saw fit to follow the 
procedure thus available to them, and cannot 
now, long after the event, be heard to object 
to the disclosure of this information. These 
very documents have since the date of filing 
been available to the public for inspection in 
the public reference rooms of the Commission. 
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having a commercial value. It is 
rarely, if ever, used to denote the 
mere privacy with which an ordinary 
commercial business is carried on.’”® 

In the Norwegian Nitrogen Case, 
supra, at p. 495 of 6 F. (2d) the 
court emphasized the fact that costs 
of production cannot be regarded as 
“trade secrets’; “Costs of produc- 
tion, of and by themselves, are sim- 
ply matters of business privacy. 
Business privacy will be protected, it 
is true, from mere fishing expeditions 
in search of evidence and 
from the prying scrutiny of those who 
have no higher motive than curiosity, 
illicit gain, or malice. The disclosure 
of matters of business privacy may 
be compelled, however, if such matters 
be material and relevant evidence for 
the protection of the public, or for the 
determination of the rights of inter- 
ested parties by a legally constituted 
tribunal or body authorized to procure 
and consider such evidence.” 


The mere fact, therefore, that 
UESCO and NECC would prefer to 
conceal from their competitors the in- 
formation they now seek to have held 
confidential is not sufficient to bring 
their claim within the protection ac- 
corded “trade secrets.”® It is unnec- 
essary to consider this contention fur- 
ther since counsel for UESCO and 
NECC admitted at the oral argument 
before the Commission that the mo- 
tion herein involved is not based upon 
any absolute right conferred by the 
statute, but constitutes a request for 


a privilege addressed to the discretion 
of the Commission. 


[4] In considering the claim for 3 
private hearing under § 19, we cannot 
ignore the express findings of the 
Congress in § 1(b) of the act, and the 
careful enumeration of the particular 
abuses against which the act was de- 
signed. Lack of adequate informa. 
tion is the first of such abuses. Nor 
can we disregard the declaration of 
policy in § 1(c) “in accordance with 
which policy all the provisions of this 
title shall be interpreted” to meet the 
problems and eliminate the evils “as 
enumerated in this section” connected 
with public utility holding companies 
engaged in interstate commerce or in 
activities which directly affect or bur- 
den interstate commerce. The under- 
lying direction of the act toward the 
greatest possible disclosure of infor- 
mation finds support in the language 
of the very section of the act here 
invoked. Section 19 provides that 
public hearings “may” be held. The 
Commission is under no obligation to 
hold private hearings and indeed may 
be under obligation not to hold them 
in private when the public interest or 
the interests of investors and consum- 
ers direct otherwise. This legislative 
purpose was recognized and reaffirmed 
by the Supreme Court in Electric Bond 
& Share Co. v. Securities and Ex- 
change Commission (1938) 303 U.S. 
419, 82 L. ed. 936, 22 P.U.R.(N.S.) 
465, 58 S. Ct. 678. 


The motion disregards the fact that 





5 See also Progress Laundry Co. v. Ham- 
ilton (1925) 208 Ky. 348, 270 S. W. 834; 
Victor Chemical Works v. Iliff (1921) 299 
Ill. 532, 132 N. E. 806; Glucol Mfg. Co. v. 
Schulist (1927) 239 Mich. 70, 214 N. W. 152; 
Cameron Machine Co. v. S. M. Langston Co. 
(N. J. Ch. 1921) 115 Atl. 212. 
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6It is thus unnecessary to consider here 
whether the Commission may, under § 19, 
permit the public disclosure of a trade secret 
or process contained in a document introduced 
as an exhibit in the course of a hearing. 
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hearings involving the administration 
of the Public Utility Holding Com- 
pany Act are more than mere contests 
between private litigants playing the 
game in accordance with established 
rules of evidence and procedure. They 
are inquiries in which the states and 
the nation itself have an interest in 
seeing that equal justice is done. Thus 
§ 19 (15 USCA, § 79s) not only pro- 
vides that hearings may be public, but 
also directs that : 

“In any proceeding before the Com- 
mission, the Commission, in accord- 
ance with such rules and regulations 
as it may prescribe, shall admit as a 
party any interested state, state com- 
mission, state securities commission, 
municipality, or other political subdi- 
vision of a state, and may admit 
as a party any representative of in- 
terested consumers or security hold- 
ers, or any other person whose partici- 
pation in the proceedings may be in 
the public interest or for the protec- 
tion of investors or consumers.” 

We believe that even if the exist- 
ence of a hearing in camera were 
brought to the attention of public and 
private representatives, it is most un- 
likely that they would be adequately 
apprised of the questions and issues 
involved and thus they would lose the 
opportunity either to be heard in the 
proceedings or to intervene. 

Nor is it irrelevant here to refer to 
the deep-rooted common law tradition 
of public trials and hearings—a tradi- 
tion justified and defended as a pre- 
caution against abuse in the adminis- 
tration of justice. Jeremy Bentham 
(1748-1832) wrote: “Only in pro- 
portion as publicity has place can any 
of the checks applicable to injustice 


operate. Where there is no publicity 
there is no justice.” 

And again, “Publicity is the very 
soul of justice. It is the keenest spur 
to exertion and the surest of all guards 
against improbity. It keeps the judge 
himself while trying under trial.” We 
recall, too, that closed hearings were 
also among “those intolerable abuses 
of the Star Chamber, which brought 
that institution to an end at the hands 
of the Long Parliament in 1640.” See 
Jones v. Securities and Exchange 
Commission (1936) 298 U. S. 1, 28, 
80 L. ed. 1015, 56 S. Ct. 654. We 
see no reason in this case for exercis- 
ing our discretion in contravention of 
a policy embodied in our common law, 
and repeated in this act. Private hear- 
ings should be the exception rather 
than the rule. 

We find nothing in the motion pa- 
pers, or in the oral argument, to sup- 
port the allegation that disclosure of 
such information would result in ir- 
reparable harm and injury to UESCO 
and NECC. Moreover, the varied 
types of information which UESCO 
now seeks to conceal are precisely the 
types of information which the Con- 
gress sought to make available to in- 
vestors. In our opinion, the interest 
of those investors and that of the pub- 
lic make it necessary and appropriate 
that such information be revealed. 
“Publicity is justly commended as a 
remedy for social and industrial dis- 
eases. Sunlight is said to be the best 
of disinfectants ; electric light the most 
efficient policeman.” Brandeis, Other 
People’s Money (1914). 

The motion must be denied. 

An appropriate order in accordance 
with this opinion will issue. 





221 


26 P.U.R.(N.S.) 





SOUTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


SOUTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re Steve Corcoran 


[Order No. 8068-B.] 


Monopoly and competition, § 62 — Motor carriers — Certificates of convenience 


and necessity. 


The Commission must consider the effect which a proposed transportation 
service will have upon the established truck lines in determining whether or 
not a certificate of convenience and necessity should be issued. 


[November 9, 1938.] 


Faience for certificate of convenience and necessity 
authorizing applicant to engage in the transportation of 
property for hire; denied. 


APPEARANCES: The applicant ap- 
peared in his own behalf; Harvey M. 
Crow, Attorney, Lemmon, for the 
protestants. 


By the Boarp: Steve Corcoran, an 
individual, of Lemmon, South Da- 
kota, made application to the Board 
of Railroad Commissioners for a 
Class B permit, authorizing him to 
engage in the transportation of prop- 
erty, for hire, in the vicinity of Lem- 
mon. .A protest having been filed with 
the Board against the granting of the 
authority sought, upon the grounds 
that the certificated carriers operating 
in the vicinity of Lemmon were amply 
equipped to handle all Class B trans- 
portation that may be required, the 
Board assigned the matter for hear- 
ing at Lemmon, on October 17, 1938, 
the statute providing that the Board 
may, in its discretion, hold a hearing 
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upon a Class B application for the 
purpose of determining the existence 
of public convenience and necessity. 

The applicant testified that he had 
purchased a truck and that he intend- 
ed having his son operate the same. 
The applicant’s son and one other wit- 
ness appeared in behalf of the appli- 
cant, but no testimony tending to show 
public convenience and necessity for 
the granting of the application herein 
was submitted. 

In opposition to the application, 
there appeared eight of the local motor 
carrier operators, each of whom testi- 
fied to the effect that the business of- 
fered was not sufficient to keep his 
available facilities and equipment 
busy, and that, therefore, applications 
for additional permits should be de- 
nied. 

Section 10 of Chap. 224, Laws of 
1925, reads, in part, as follows: 
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“In determining whether or not a 
certificate or permit should be issued, 
the Board shall give reasonable con- 
sideration to the transportation service 
being furnished or that will be fur- 
nished by any railroad or other exist- 
ing transportation agency and 


the effect which such proposed trans- ° 


portation service may have upon other 
forms of transportation service which 
are essential and indispensable to the 
communities to be affected by such 
proposed transportation service or 
that might be affected thereby.” 


Under this direct admonition from 
the legislature, the Board must con- 
sider the effect which the proposed 
service will have upon the established 
truck lines. In the absence of any 
testimony whatsoever tending to prove 


a necessity for the establishment of 
the proposed service, the consideration 
of the effect which such service will 
have upon existing carriers is especial- 
ly important. 

This applicant has expressed a de- 
sire to lawfully perform certain serv- 
ices, but the mere desire of a potential 
carrier to perform a service does not 
create public necessity, and after a 
careful consideration of the record, the 
Board finds that public convenience 
and necessity for the establishment of 
the service herein proposed have not 
been shown, and we, therefore, con- 
clude that the application should be 
denied. 

Let an order be entered according- 


ly. 





OHIO SUPREME COURT 


Harrison et al. 


x 0) 


Public Utilities Cansiabedion of Ohio 


[No. 27217.] 


(— Ohio St. —, 17 N. E. (2d) 269.) 


Appeal and review, § 53 — Procedure — Denial of rehearing. 


An order of the Commission denying an application and petition for a 
rehearing of an order denying the right to intervene in a telephone rate 
case must be affirmed as neither unreasonable nor unlawful where the 
record discloses that the Commission, in denying the right to intervene, 
did not abuse its discretion. 


[October 26, 1938.] 
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~~ from an order of the Commission denying an applica- 
tion and petition for a rehearing of the order denying 
appellants the right to intervene in a rate proceeding; affirmed. 


APPEARANCES: Martin A. McCor- 
mack and Horwitz, Kiefer & Harmel, 
all of Cleveland, for appellants; Her- 
bert S. Duffy, Attorney General, and 
W. W. Metcalf, of Columbus, for ap- 
pellee. 


Per Curiam: On July 20, 1938, 
the Public Utilities Commission de- 
nied an application and petition filed 
that day by the appellants, in which 
they prayed for a rehearing of an or- 
der of the Commission, dated June 21, 
1938, denying them the right to in- 
tervene in formal case No. 3307 (2 
P.U.R.(N.S.) 113). 

On August 4, 1938, the appellants 
filed with the Public Utilities Commis- 
sion their notice of appeal, praying 
that the orders of the Commission 
“entered on the 21st day of June, 
1938, and on the 6th day of July, 
1938,” be reversed and held for 
naught and that the appellants be per- 
mitted to intervene and become par- 
ties in the statewide Bell Telephone 
rate case. The order was entered July 
20th and not July 6th. 

The last paragraph of Rule 2 of the 


¥ 


Public Utilities Commission provides: 
“Any person, public utility, or railroad 
may petition in a proceeding for leave 
to intervene and be heard therein, 
Such petition shall set forth petition. 
er’s interest in the proceeding. Leave 
granted on such application shall enti- 
tle intervener to appear as a party to 
the proceeding, file an answer, or oth- 
er pleading, have notice of hearing, 
produce and cross-examine witnesses, 
and be heard in person or by cou- 
sel.” 

From an examination of the record 
upon which the Commission based its 
orders of June 21, 1938, and July 20, 
1938, this court is of the opinion that 
the Commission did not abuse its dis- 
cretion in denying the appellants the 
right to intervene. 

We, therefore, find that the order 
of the Public Utilities Commission of 
June 21, 1938, is neither unlawful nor 
unreasonable. 

Order affirmed. 


Weygandt, C. J., and Matthias, 
Day, Zimmerman, Williams, Myers, 
and Gorman, JJ., concur. 
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ACCEPTANCE! 


gineering executives purchase equipment on demonstrated performance. That 
ulcan Soot Blowers are on the preferred list of engineers who buy because 
t demonstrated lowest maintenance sound engineering and the ruggedest con- 
ruction ever built into Soot Blowers, is evidenced by the following partial list 
f representative contracts installed or sold in 1937. 





Allis Chalmers Co. ........4-- West Allis, Wis. 
Ames, City of 

Atlantic Refining Co. ..........06- Atreco, Texas 
Baltimore Transit Co. ........... Baltimore, Md. 
Bethlehem Steel Co. ....... Sparrows Point, Md. 
Chain Belt Company Milwaukee, Wis. 
Columbia E ling & Stamping Co., Terre Haute, Ind. 
Container Corporation Carthage, Ind. 
Continental Diamond Fibre Co. ....Newark, N. J. 
Crosley Radio Corporation Cincinnati, Ohio 
Eldora Gold Mines Port Hope, Ontario 
Elgin, Joliet & Eastern R. R. Co 

Formica Insulating Co. .......... Cincinnati, Ohio 
Globe Steel Tubes Co. ......... Milwaukee, Wis. 
Hamilton Coke & Iron Co. ....... Hamilton, Ohio 
Helwig Silk Dyeing Co. ....... Philadelphia, Pa. 
Hudepohl Brewing Co. ......... Cincinnati, Ohio 
Jose Arechabala Socieda Cardenas, Cuba 
Kaukau Sugar Co. ......cceeee Honolulu, Hawaii 
Kendall Refining Co. ............. Bradford, Pa. 
Keystone Public Service Co. ........ Oil City, Pa. 
Latonia Refining Co. ......ccccccce Latonia, Ky. 
Lehigh Portland Cement Co. ...... Oglesby, Ili. 
McAndrews & Forbes 





MacSim Bar Paper Co. ........-.-- Otsego, Mich. 
Mendocino State Hospital ....Mendocino, Calif. 
Metropolitan Edison Co. ..........- Reading, Pa. 
Municipal Power Plant Rochester, Minn. 
N. Y. State Electric & Gas Co....Dresden, N. Y. 
Ohio Power Co. ...ccccccccces Windsor, W. Va. 
Pennsylvania Electric Co. ........-: Sewart, Pa. 
Ralston Purina Company Battle Creek, Mich. 
Republic Oil & Refining Co. ....Texas City, Texas 
Republic Steel Co. .......-.eeeeee Thomas, Ala. 
Rochester & Pittsburgh Coal Co Lucerne, Pa. 
Schervier Hospital New York City 
Sherwood Refining Co. ........-+-- Warren, Pa. 
Sloan Blabon Co. Philadelphia, Pa. 
A. E. Staley Mfg. Co. ......-eeeee Decatur, Ili. 
Thilmany Pulp & Paper Co. ...... Kaukauna, Wis. 
Tide Water Power Co. ...... Wilmington, N. C. 
Timken Roller Bearing Co. ....... Columbus, Ohio 
United Refining Co. ......eeeeeeees Warren, Pa. 
U. S. Military Academy West Point, N. Y. 
Vacuum Oil Co. ..cccccccccces Paulsboro, N. J. 
Village of Hinsdale Hinsdale, Ill. 
Washington Gas Light Co.....Washington, D. C. 
Westinghouse Elec. & Mfg. Co...Mansfield, Ohio 





ulcan Soot Blower Corporation does not 
ild down to a price. Vulcan builds into their 
quipment thirty-three years of experience; 
it by highly skilled engineering and plant 
ersonnel of long service, using the highest 
pe material that hard exacting service has 
emonstrated is the most practical for its 
rpose. The result is trouble free, long years 


of service, making unnecessary frequent ser- 
vicing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top con- 
dition. Just ask the Vulcan Sales or Field En- 
gineer WHY Vulcan build into their equip- 
ment the most rugged, trouble free, lowest 
maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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Industrial Progress 


Selected information about 


manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Utility to Spend $23,500,000 
on Construction 


Fe xo program of nearly $23,500,- 
000 has been approved by Public Service 
Corp. of New Jersey for its operating subsid- 
iaries. 

The appropriation was authorized for new 
construction improvements of plant and equip- 
ment and extensions of gas and electric fa- 
cilities. While the total appropriation will not 
be spent this year, work will be started on 
several necessary projects. 

Largest item in the 1939 construction pro- 
gram will be the erection of a 100,000-kilowatt 
turbine generator and two boilers at the Bur- 
lington generating station of the Public Service 
Electric & Gas Co. This project will be placed 
in operation in 1941, it is expected. It will cost, 
including extensions to turbine and oiler 
rooms, approximately $12,000,000, and will 
provide work for approximately five hundred. 

More than $2,000,000 will be spent for in- 
stallation and reinforcement of distribution 
circuits and for continuation of the company’s 
program of placing electric transmission lines 
underground. 

About $1,000,000 will be spent for modern- 
izing the switchhouse at the Marion generating 
station and more than $300,000 for additional 
transmission facilities to improve service in 
the Elizabeth district. Also a new electric 
distribution headquarters will be erected in 
Elizabeth and an extension will be made to 
Hillside sub-station. City Dock sub-station 
in Newark will be reconstructed. 

Chief improvements for the gas division in- 
clude increasing the generating capacity of 
Central Gas Works at Raritan from 4,000,000 
to 10,000,000 cubic feet daily, providing in- 
creased supply in the central division and part 
of Essex division of the company’s territory. 
A twenty-four-inch gas main will be built 
from Belleville to Montclair. More than $4,- 
000,000 will be used for gas and electric-serv- 
ice extensions in connection with new business 
and for certain minor improvements, 


Newport News Co. Appointment 


2 he - Newport News Shipbuilding and Dry 
Dock Company announces the retirement 
of James Plummer, purchasing agent, after 
48 years service. The retirement will be effec- 
tive at the expiration of an extended leave of 
absence which began January 1, 1939. 

H. K. Peebles has been appointed acting pur- 
chasing agent, with office at the plant of New- 
port News, Virginia. J. M. Clawson, assistant 


purchasing agent, will continue to be located 
at 90 Broad Street, New York City. 

Donald Gay is assistant purchasing agent 
and material agent, with office at Newport 
News, Virginia. 


Forecasts 20-25% Gain by 
Electrical Manufacturers 


ie tee ENT of 20 to 25 per cent in the elec- 
trical manufacturing industry for 1939 over 
1938 is forecast by W. J. Donald, managing 
director, and E. C. Hughes, manager of the 
statistical department of the National Elec- 
trical Manufacturers Association. 

In making the forecast, Mr. Donald and Mr, 
Hughes consider general business will improve 
10 to 15 per cent and durable goods activity rise 
15 or 16 per cent. Another important factor, 
it is emphasized, is the greatly improved in- 
ventory situation in which stocks of some of 
the major electrical appliances have been re- 
duced to one-third of the size they were at this 
time last year. 


National Sales Campaign for 
Gas Appliances Launched 


o effectively dramatize the benefits of au- 

tomatic gas water heating, the Associa- 
tion of Gas Appliance and Equipment Manv- 
facturers will launch during the month of 
January a nationwide sales promotion cam- 
paign to extend throughout the year, it was 
announced by H. N. Ramsey, chairman of the 
Association’s sales promotion committee. 

Enlisting the support of gas company ex- 
ecutives and employees, dealers, architects and 
builders, the promotional project will be aimed 
at creating greater public demand for gas wa- 
ter heating through more adequate sales 
presentations and more informed public con- 
tacts. 

Gas companies will be urged to undertake 
greater local advertising and other promotion. 
Suggested newspaper advertisements, bill en- 
closures, mailing pieces, window displays, 
show-room banners, car-cards and large 
posters will be included in the sales promo- 
tional material made available to the local 
companies, 

The elements of health, beauty and con- 
venience will be featured in the campaign 
which will stress gas water heating as the “24 
hour servant” that furnishes hot water to the 
average home 150 times a day. 
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Output Resumes Its Rise 


continues above 1936— 
Catching up with 1937— WEEKLY 
New England recovers— melee -10 bb 
Gains are general 


rated 


gent 
Port Bt With the production of 2,182,751,000 
kw.hr. in the week ended October 15, 
according to the Edison Electric In- 
stitute, the output curve of the electric 
light and power industry resumed the 
pward trend that had been interrupted 
during the three preceding weeks. The 
output was the largest for any week 
us far in 1938 with the single ex- 
eption of the week following Labor 
day. With the same exception, also, it 
ppproached most nearly to the output 
p year ago, the disparity being cut to 
#.l per cent. The increase restored the 
lead over 1936 which has characteriz~* 
he operations of the pactr ba’ 
The outstanding * 





STEADILY 
INCREASING 
OUTPUT DEMANDS IT 


Seldom has such an ene for increased 


revenue been presented. You may have to wear out 
a little more io leather—or a little more mileage 
off your tires—but it's worth the extra effort. 
Large and small users alike are anxious to learn how 
CONTROL CABLE to stop waste and inefficiency caused by obsolete 
DROP CABLE and inadequate wiring. YOU are the man to advise 
LEAD COVERED CABLE them. Our nationwide organization of sales-en- 
MAGNET WIRE gineers ie ig — in pers you survey the 
PARKWAY CABLE wire and cable needs of your customers. 


pty CRESCENT 


CABLE 
SIGNAL CABLE ne CABLE CO. Inc 


VARNISHED CAMBRIC 


CABLE aye ; . 
All types of Building Wire and all kinds of Special Cables 
WEATHERPROOF WIRE to meet A.S.T.M., A.R.A., I.P.C.E.A., N.E.M.A., and all Rail- 


road, Government and Utility Companies’ Specifications. 
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Architects and builders will receive an up- 
to-date “Architects Manual on Gas Water 
Heating,” prepared by a well-known architect. 

As a key part of their 1939 program the 
Association of Gas Appliance and Equipment 
Manufacturers will conduct two prize essay 
contests; one for gas company executives and 
employees and the other for retail dealers. 
Prizes for the two competitions will be dupli- 
cated, The first prize will be $500; the second 
$250; the third $150, and the fourth prize $100. 

The essay contests will close April 1st and 
the awards will be announced May lst 

The subject for the gas company contest 
will be “The Value of the Water Heating Load 
and How It May be Secured.” The dealers will 
write on “What the Promotion of Automatic 
Gas Water Heaters has Done for My Busi- 
ness.” 

There will be no limitations as to the number 
of words a contestant may use thus enabling 
him to treat the subject as thoroughly as he 
sees fit. Awards will be based entirely on the 
excellence of the paper. Sales records will have 
no influence whatsoever. 

Heads of the Association believe that from 
these essay papers much valuable information 
concerning the merchandising of gas appli- 
ances generally and water heaters in particular 
will be forthcoming. 


Chevrolet Test-Run Truck 
On Inspection Tour 


OINCIDENT with its observance of National 

Truck Week, Chevrolet launched a far- 
reaching program in the interests of owner 
satisfaction, W. E. Fish, commercial car and 
truck sales manager, announced recently. 

The company is using as the focal point in its 
new program the Long Distance Safety and 
Dependability Truck in which Harry Hartz, 
well-known former race driver, and Stanley 
Reed, official AAA contest board observer, 
covered 53,000 miles in the first six months of 
1938, and set noteworthy records for economy. 
Hartz and Reed are taking the truck back into 
the territory, to contact dealers, salesmen, fleet 
owners, and the company’s own wholesale or- 
ganization. Hartz will present to his hearers 
in each city the story of the truck’s unusual 
run, emphasizing the benefits of proper main- 
tenance from the standpoint of car and truck 
owners. 

The remarkable performance of the truck 
under all sorts of climatic and highway condi- 
tions, its almost complete freedom from re- 
placement needs, and its economy record of 
three-tenths of a cent per ton mile over the 
entire distance, according to Mr. Fish, form 


an absorbing story, which Hartz illustrates 
with photos taken along the way. It’s the sort 
of a story that anyone will enjoy listening to, 
and no one who hears it can escape the moral, 
which is that any operator willing to give his 
units the same inexpensive routine attention 
can expect like results. 


Gas Industry Increases 
Customers and Output 
5 Bier year 1938 was one of continued 


progress and expansion for the gas com- 
panies in the United States, according to Con- 
rad N. Lauer, president of the American Gas 
Association. 

Manufactured and natural gas companies, 
supplying towns and cities with a population of 
81,000,000, served a total of 17,135,000 custom- 
ers, representing the largest number of con- 
sumers ever connected to the mains of the in- 
eit and an increase of 180,000 over the year 

1937. Of these, 9,988,000 were served by the 

manufactured gas industry and the remaining 
7,147,000 were served by the natural gas in- 
dustry. Preliminary estimates indicate that 
revenues of the entire industry, both manu- 
factured and natural, aggregated $786,576,000 
in 1938, a decrease of 1.8 per cent from the 
preceding year. The manufactured gas com- 
panies grossed $367,714,000, a gain of 2.2 per 
cent for the year, while revenues of the nat- 
ural gas companies were $418,862,000 as com- 
pared with $441,232,000 in 1937, a decrease of 
5.1 per cent. 

Sales of manufactured gas for domestic 
uses, Other than house heating, such as cook- 
ing, refrigeration, water heating, etc., amount- 
ed to 198,. 331,000, 000 cubic feet, an increase of 
1.5 per cent for the year. The gain in house 
heating sales amounted to 10 per cent. A 
larger increase was prevented by the mild 
temperatures that prevailed throughout the 
year in most sections of the country. Sales of 
manufactured gas for industrial and commer- 
cial purposes in 1938, a year of marked in- 
dustrial recession, were about 1 per cent above 
the previous year, while industrial sales of 
natural gas declined 15 per cent. 

Preliminary estimates indicate that the total 
production of natural gas in 1938, including 
amounts used in the manufacture of carbon 
black and for field purposes, reached an all- 
time high of more than two and one-half tril- 
lion cubic feet, or more than 2 per cent above 
the previous peak established in 1937. Approxi- 
mately 173 billion cubic feet of natural gas 
were used as fuel for generating electric se 
in 1938. This was an increase of nearly 2 per 
cent over the previous year. 





ELECTRIC HEATING EQUIPMENT THAT WILL 
HELP YOU SERVE THE PUBLIC BEST 
Designing, Engineering, Manufacturing of Electric 
eating Units for 5) aed Purposes. 
ACME ELECTRIC HEATING CO., Dept. 

1217. Washington St., 
Boston, ass. 








ZENITH ELECTRIC CO. 


Automatic Control Equipment 
Magnetic Switches—Time Switches 
Program Clocks—Automatic Timers 

Special equipment made to your specifications. 


603 So. Dearborn St. Chicago, Ill. 
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onverts any typewriter into a 


practical BILLING MACHINE 


. without change in 
typewriter construction 
or operation or interfer- 
ing with its use for cor- 
respondence. 











The Modern Way to Speed-Type all Forms 


DEMONSTRATIONS 


You may see the Egry Speed-Feed 
demonstrated in your own office, 
without cost or obligation. Consult 
the classified telephone directory for 
address of local Egry sales agent, 
or write to Dayton for literature 
gl information. Address Dept. 


In writing multiple copy forms, sharp savings in time, labor 
and money are effected by the use of the Egry Speed-Feed. All 
the time of the operator is productive; output is increased 50% 
or mcre; costly one-time (pre-inserted) carbons, loose forms 
and carbons and other outdated methods are eliminated. Uses 
Egry continuous forms, with all copies held in perfect align- 
ment. Up to 300 (and more) sets of forms can be written with 
a single set of carbons. No other device remotely approaches 
the Speed-Feed in ease of operation, in speed, in efficiency, in 
economy, and all this at a cost of less than 2¢ per day. In- 
vestigate the advantages the Egry Speed-Feed brings to your 
business. 


The EGRY REGISTER Company 


Dayton, Ohio 


SALES AGENCIES IN ALL PRINCIPAL CITIES 
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The sales promotional efforts of the indus- 
try toward stimulating the residential use of 
gas have continued to show a rapid growth. 
National campaigns on gas ranges, water heat- 
ers and refrigerators, tied in with the Na- 
tional Advertising Campaign of the industry, 
have quickened public appreciation of the value 
of domestic gas service for the major needs of 
the home. 

The success of recent national codperative 
sales campaigns, sponsored jointly by the gas 
utilities and the gas appliance manufacturers, 
has led to more aggressive campaign plans on 
the four principal domestic uses of gas-cook- 
ing, refrigeration, water heating and home 
heating during 1939. Closer codrdination is be- 
ing accomplished between these now cam- 
paigns and the industry’s National Advertis- 
ing Program, as well as the national sales pro- 
grams of the individual gas appliance manu- 
facturers. 

Demonstrating its confidence in the business 
future, the Association’s Executive Board, 
nine months in advance of the termination of 
the gas industry’s three-year $1,500,000 cam- 
paign of national codperative advertising, ap- 
proved a three-year extension of this cam- 
paign, starting with July, 1939. A movement is 
now underway to increase by 50 per cent the 
advertising budget for the new three-year 
term. 

Financed by 708 operating gas and gas and 
electric companies, the campaign has brought 
about a larger volume of national advertising 
by gas appliance manufacturers and has mate- 
rially increased both the quantity and quality 
of local company and dealer newspaper adver- 
tising, including many special newspaper sec- 
tions devoted exclusively to the promotion of 
the latest models of gas appliances. 


Bulletin on New York 
World’s Fair 


— Railways Advertising Company, New 
York City, has recently published a bulle- 
tin on “New York World's Fair,” which de- 
scribes the transit systems that will improve 
transportation facilities for a large percentage 
of the 20 million visitors expected to attend 
the New York World’s Fair. 

The booklet emphasizes the opportunity for 
car advertisers to increase their volume of 
business during the coming year. 

Copies of the bulletin are available upon re- 
quest from Street Railways Advertising Com- 
pany. 


New Induction Regulator 
Announced by G-E 


Fyne induction voltage regulator just an- 
nounced by the General Electric Com- 
pany can be applied to installations of all types, 
indoors and out, without control or supply 
connections of any kind, and without intercon- 
nections between regulators. 

The new regulator supersedes the standard 


G-E outdoor and indoor types, in ratings of 
36, 48, 60, and 72 kva, singlephase, 60 cycles, 
2400 volts and 4800 volts. 

Standardization on a single design for both 
indoor and outdoor service has permitted a 
reduction in price of the new induction regula- 
tor, according to the manufacturer. 

The unit is shipped oil-filled. The motor 
and control equipment is completely self-con- 
tained—to place the regulator in service, only 
three main line connections need be made. The 
three cover bushings have terminals arranged 
to clamp the line conductors conveniently in 
either vertical or horizontal positions. 

The regulator’s driving mechanism is sub- 
merged in oil and no lubrication is required, 
Dynamic braking prevents wear and obviates 
the necessity for adjustments, 


Electric Power Production Sets 
New High Record 


Sige sg power production set a new all- 
time high record for the week ending De- 
cember 17th, reaching a total of 2,333 million 
kilowatthours and exceeding by % per cent 
the previous high record of 2,321 million kilo- 
watthours for the week of September 4, 1937. 
Due, however, to the severe industrial curtail- 
ment in the United States of the early part of 
the year, the total electric output for the year 
1938 was 5 per cent less than for the previous 
year. The 1938 output was 114 billion kilowatt- 
hours compared with 120 billion kilowatthours 
produced in 1937. 

Production by water power was 41% billion 
kilowatthours and production by fuel burning 
plants totaled 67% billion kilowatthours. 

Exclusive of Federal projects, the generat- 
ing capacity of the electric light and power in- 
dustry was increased by one million kilowatts 
during 1938, bringing the total at the end of 
the year to 36,000,000 kilowatts. Of this total 
71 per cent is in steam plants, 27 per cent in 
water power and the remainder in internal 
combustion engines. 

Total construction expenditures for 1938 
(exclusive of Federal work) are estimated at 
$470,000,000, only a small decrease from 1937, 
but still barely half of the peak year 1930. Of 
the 1938 total, expenditures for distribution 
facilities— poles, wires, transformers and 
other equipment—again constituted the largest 
item, amounting to about $200 million or 42% 
per cent of the total. 

Construction budgets for the year 1939 are 
expected to exceed 1938. Preliminary esti- 
mates indicate expenditures will total between 
450 and 500 million dollars. : 

Electric customers increased 600,000 during 
the year and now total 27,765,000. Of. those 
newly connected, 168,000 were farms, bringing 
the total number supplied with electricity to 
1,410,000 at the end of 1938. This represents 
about 22 per cent of all farms having occupied 
dwellings and some 32 per cent of all farms 
which have dwellings valued at more than $500. 
In addition to the farms, at the close of 1938 
there were 22 million non-farm homes and 
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TOMORROW'S TREND TODAY 































TRANSFORMERS 






Costs go down 


a, ...When you install 


DISTRIBUTION TRANSFORMERS 


POWER TYPE FEATURES 


Pennsylvania uses CIRCULAR coils in ALL distribution transformers, the same 
type as offered in power transformers. Such coils are balanced radially and axially 
to resist short-circuit stresses . . . thus promoting longer life! 


SAFE PLIABLE INSULATION 
Being of the open type, these circular coils are treated in VARNISH, instead of 
compound. Treating temperature is limited to 105°C, . .. thus keeping insulation 
safe and pliable. 


CONVENIENT BUSHING ATTACHMENT 
Pennsylvania’s stud-type bushings are bolted from exterior, eliminating necessity 
for handling tools inside tank . .. thus providing ease of maintenance. 


OVERLOADS WITH SAFETY 
Pennsylvania’s open type coil construction results in low temperature gradient be- 
tween copper and oil, . . . thus permitting higher overloads with safety! 
NEW STURDY TANK CONSTRUCTION 
Pennsylvania recently introduced a round tank with curled top and locked 
seam-weld bottom, thus providing ideal bearing for gasket and a triple 
thickness of metal at bottom where tank is subject to greatest abuse. 
2 


cnnayleania TRANSFORMER COMPANY 
ity WAen| ISLAND AVE., 


N.S., PITTSBURGH, PA. 
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4,250,000 business and industrial establishments 
using electric service. 

Farm consumption of electricity increased by 
5% per cent. Residential use increased by 10.7 
per cent, but industrial power, due to the busi- 
ness recession, declined 17.7 per cent. Retail 
commercial service gained 5.4 per cent. 

Total revenues from sales of electricity ag- 
gregated $2,173,000,000 as compared with $2,- 
181,000,000 in 1937, but net income declined 7 
per cent. 

The average annual use per residential elec- 
tric customer in 1938 rose to 850 kilowatthours 
a year from 793 in 1937 and 727 in 1936. 


Water Meter Bench Saves 
: pias 
Testing Time 

we Neptune Meter Company has recently 

announced a new No. 15 testing bench 
which is designed to put low-cost testing equip- 
ment within the reach of every water depart- 
ment. 

Simple and compact, the new testing bench, 
according to the manufacturers, will test ac- 
curately water meters from 54-inch to 2-inch 
sizes, and will test at one time two %-inch, 
¥%-inch by 34-inch, or 34-inch meters. The 
equipment consists of an adjustable test bench, 
with graduated tanks—a 1-cubic-foot and a 10- 
cubic-foot tank, or a 10-gallon and a 100-gallon 
tank. This test bench has several special op- 
erating features that make for greater ease of 
handling and accuracy of results. 

Among the outstanding features included 
in the test bench are: glass funnels, calibrated 
for 14 and 1 gallon per minute to help regulate 
the flow into the small tank; protected and re- 
movable gauge glasses with calibration mark- 
ers that can be seen from either side; wipers 
to clean the inside of gauge glasses; quick- 
acting valves; meter-supporting table and 


rapid clamping device for ease and speed of 
set-up and removal of meters. There is also 
a means of setting the tanks in perfect vertica| 
positions, thereby insuring a true reading on 
each gauge-glass; and a plumb line on each 
gauge glass which serves as a constant check 
on the position of each tank. 

According to the manufacturer, the new No, 
15 test bench quickly pays for itself in the 
time it saves and the accurate results which it 
accomplishes. 


Sodium Luminaire For Tunnels 
Developed by G-E 


N enclosed-type sodium luminaire with 
A special advantages for use in tunnels, 
either where head room permits suspension 
from the ceiling or in a modified style, where 
recessing into the tunnel wall or ceiling is de- 
sired, has been developed by engineers of the 
General Electric Company, Schenectady, N, 
Y. Already installed in the McCallie Avenue 
tunnel, Chattanooga, Tenn., and in the Stock- 
ton Street tunnel, San Francisco, the new units 
will soon be in operation in the Liberty Tunnel, 
in Pittsburgh. 

Alzak aluminum reflecting surfaces in the 
luminaire hood assure a high utilization of the 
sodium light output over the tunnel pavement. 
An enclosing glass bottom door protects the 
reflecting surfaces from dust and material in 
the tunnel air which might be harmful. The 
sodium lamp, mounted horizontally in the unit, 
is effectively shielded from direct vision by the 
hood of the luminaire. A pivot mounting for 
the luminaire is available when complete 
shielding of the lamp is desired in one-way 
tunnels. The luminaire is equipped with a 
standard cathode preheating automatic reset- 
ting timer and with a radio interference sup- 
pressor. 


Low-cost water meter 

testing equipment de- 

veloped by Neptune 
Meter Co. 


Mention the FortNIGHTLY—It identifies your inquiry 
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JUST PUBLISHED 








Problems in 
PUBLIC UTILITY ECONOMICS 
AND MANAGEMENT 


By C. O. Ruggles 


Professor of Public Utility Management 
Harvard University 


772 pages, 6 x 9, $6.00 
New 2nd Edition 


This new book provides a comprehensive understanding of the problems of 
public utility economics, management and regulation. The problems pre- 
sented for analysis and solution deal primarily with economic and business 
aspects of public utilities in the light of their marked physical expansion as 
well as the striking changes in organization and management during the past 
five years. 


One hundred and twenty problems are given—each presented with con- 
siderable statistical background, and followed by questions indicating the 
significant issues. 


Special Features of the Revised Edition: 


—the chapter on production problems, showing the significance of load factor and the ad- 
vantages of physical integration and coordination of facilities. 


—the role played by holding companies; the responsibility of management for development 
of the business and for efficient service. 


—wholesale and retail marketing of public utility service, with special consideration of 
rates and demand for service, off-peak utilization of utility facilities, etc., etc. 





PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BLDG. WASHINGTON, D. C. 
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3 7 ALL-NEW GMC VALVE- 
IN-HEAD SUPER-DUTY EN- 
GINES! 

Hr THE MOST POWERFUL 
TRUCK ENGINES IN THE EN- 
TRE INDUSTRY ! 

% GMC INTRODUCES 
“POWER-PAK‘’— PISTONS 
PRODUCING LOWER GAS 
CONSUMPTION ! 

Je NEW GMC ENGINES, SIZE 
FOR SIZE, DELIVER THE HIGH- 
EST SUSTAINED TORQUE! 
yk NEWGMC2-CYCLEDIES- 
ELS ARE SMALLER, LIGHTER 
AND SMOOTHER WITH MORE 
POWER FORENGINE WEIGHT! 


ME TRUCKS * TRAILERS x DIESELS 





General Motors Trucks with SUPER-DUTY en- 

gines have more power than any others! Every 1939 
GMC has “extra push” delivered by GMC’s all-new 
Here’s what GMC’s super- 
power will do for you: (1) Get your loaded truck “up 


valve-in-head engines. 


and going” seconds ahead of others, (2) roll it along 
at a faster average gait, (3) provide highly effective 
engine braking, and (4) cut gasoline costs so that you 
can count dollars saved every week, every month! 


Our own YMAC Time Payment Plan assures you of lowest available rates 
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@ Theoretically, although it had never been 
done before, engineers knew that if a stoker 
could maintain an even fuel bed, it would 
minimize draft problems, permit the efficient 
burning of low cost coals —and surpass in 
performance all existing stokers. Scores of 
engineers tried to secure this even fuel bed 
effect. Stowe Stoker engineers, and only Stowe 
Stoker engineers, succeeded. They conceived 
and perfected ‘‘compensating feed.” 
“Compensating feed” maintains the fuel bed 
automatically at an even depth, side to side 
and front to rear... and moves it toward the 
ash hoppers at constantly diminishing speed so 
that it does not burn thinner and thinner. It 
reduces carbon loss in the ash sometimes by a 
full 50% and minimizes draft problems. Com- 
partmented wind boxes, and long rear arches, 


Le, 


are no longer necessary. A less costly furnace 
chamber results. The formation of hills and the 
ramming of the fuel bed into piles cannot occur. 
A uniform burning rate over the entire grate 
area, and more rapid pickup are secured. 
Today you will find these modern, more 
efficient stokers, that have been characterized 
by impartial observers as the biggest forward 
step in mechanical firing in the last 10 years — 
in service from Arkansas to Massachusetts. 
They are the logical first choice for any new 
boiler or modernization proj- 
ect. May we send you more 
complete details and a fully 
descriptive catalog? It will 
pay you to investigate 
Stowe Stokers’ possibilities 
for your plant. 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 


———_ 
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Out for the day — while the range works away, 
Making perfect cookery easy as play 


' ECAUSE every factor in the gas industry has looked forward, worked forward, 
oved forward steadily. The utility companies have brought gas to more and more millions 
bf homes. The range manufacturers have transformed their product, added immeasurably to its 


nppearance and its efficiency. The equipment manufacturers have given their enthusiastic support, 


supplied mechanical innovations which made rapid progress possible. 2» Robertshaw is proud 


0 have had a share in this great promotional movement, to have actively promoted not just 
eat control but the modern range which it helped to create. The future will bring new oppor- 


unities to us all, and Robertshaw will continue to help the industry make the most of them. 


The Robertshaw engineering staff 
stands ready to assist in the working out 
of any problems which relate to heat 
control and its effective employment. 


ROBERTSHAW 


THERMOSTAT COMPANY 


YOUNGWOOD PENN 
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Everything in approved fire protection 
equipment including carbon dioxide 
extinguishers made by C-O-Two Fire 
Equipment Company and sold by Pyrene. 


Surveys and Estimates made anywhere 


without charge or obligation. 


yrene Ulanufacturing (Compan\ 


NEWARK NEW JERSEY 


ATLANTA Y CHICAGO 
KANSAS CITY wena SAN FRANCISCO 
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RED INK on the balance sheet may get there through 
many causes, but one unfailing source of red ink is un- 
checked diversion of current. That diversion exists is no 
longer a debatable subject. That C-B equipment effectively 
terminates such losses is likewise undebatable—it has 
conclusively proved its value over and over in scores of 


thousands of installations. 


Consult the C-B Technical Staff on the application of 


time-, labor- and money-saving C-B equipment to present 


Ask for information 
or contemplated installations. This service is available to about Corcoran-Brown 


utility engineers without cost or obligation. Write today facilities for the pro- 


for details and bulletins 57, 58A, 60, 61, 62 and 63 for duction of special 
equipment to meet your 


complete data on C-B Meter Test Devices; Meter En- individual requirements. 


closures; Meter Service and Entrance Switches; Range and 








Water Heater Switches; Disconnect Switches; Meter Cab- 


inets, and other products. 


Electrical Department 
CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC AUTO-LITE COMPANY 


4900 Spring Grove Avenue Cincinnati, Ohio 
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DAVEY TREE TRIMMING SERVICER 


Beware of Sleet 


@ Provide Good Clearance 
@ Strengthen Weak Branches 
@ Remove Dangerous Trees 


@ Eliminate All Hazards 


Always use dependable Davey Service 


They lasted . 


D7 | () N ( - F DAVEY TREE EXPERT CO. KENT, OHIO 
DAVEY TREE SERVICE 


WHEN CHOSEN by TEST 














Street Lighting Globes, for years, were 
considered to have a life which was termi- 
nated by accidental dropping or by a 
small boy’s stone. 

Tests by Electrical Testing Laborato- 
ries disclosed the fact that strains in glass- 
ware constitute an important mortality 
factor. Globes selected by careful test 
were found to have a 25% longer life than 
“run of mine” globes, under identical con- 
ditions of service. 

For more than forty years, E. T. L. has 
been conducting research and tests on 
nearly everything that a modern utility 
buys, sells, services or uses. Our clients 
tell us that this makes their operations 
more economical. 


A pamphlet entitled “Fact is Sounder Than in id ‘ 
Fiction” will be sent on request. per ited, 


d by line- 
ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 79th Street 
New York, N. Y. 
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3258 


OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 


water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 


safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide UCC) and Carbon Corporation 


The word “Eveready” is the trade-mark of National Carbon Co., Inc. 
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What Do They Say about 
TODAY’S TAYLOR STOKER? 








"They are appealing to 
us because of their con- 
pactness, ruggedness, 
flexibility, minimum 
stack discharge, quick 
response to load demand, 
and efficiency." 





setisfactory:" 
_ 








AN expression of basic satisfaction runs "Our experience, thus far, 
through all of these statements from users of and tests conducted on var- 
: . Bi 1a ate fous coals have convinced 
today’s Taylor Stokers. Essentially it is just us of their fuel flexibil- 
this type of over-all satisfaction that is responsi- ity, and because of this 
° ° feature alone we have al- 
ble for the increasing number of Taylor Stoker ready realized very attrac- 
installations in prominent industries, institu- tive savings in fuel costs." 
tions, and municipalities throughout the world. 
Today’s Taylor Stoker is the result of many 
years of constant research and development on 
the part of A-E-CO engineers. It is well worth 
your careful investigation. Call in one of A-E- 


CO’s representatives and get the FACTS! 











r A-E-CO PRODUCTS: 
The Bs ECO Stokers, Water “Cooled “fers - _ availa bili t 
Taylor Stoker| fei. ‘hornets, wies $ been very ‘hy feet 


UNIT aries, Hele-Shaw Fluid Power. 


AMERICAN ENGINEERING COMPANY @ 


PHILADELPHIA, PA. r IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, P. a 


—— 
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HAS IT 


*Trade-mark 
WITH A SINGLE MASTER 
STROKE—Royal creates another 
great typewriter first — MAGIC 
Margin, the most advanced im- 


provement of all! 


On the New Royal there’s no more 
setting of margins by hand! The 
operator merely positions the car- 
riage, Royal’s marvelous MAGIC 
Margin does the rest automatically! 


No more “type-bar blur;” Royal’s 
new Time-Saver Top conceals the 
type-bars, protects the eyes of the 
typist—provides easy access for rib- 
bon changing and type cleaning. 


Smooth, swift, quiet — well-nigh 


effortless in operation—this New GIVE ROYAL'S NEW NO. 1 
Royal brings a real thrill to every 
THE DESK TEST 


typist. It sets a new standard of 


fast, and economical typing. Try this revolutionary typewriter—in your office—with your 
own operators. Phone your local representative for full 
information, or address Royal Typewriter Company, Inc., 2 
Park Ave., New York City. Factory: Hartford, Conn. 


l 
i AL MORE THAN EVER WORLD'S NO. 1 TYPEWRITER 
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NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


These pamphlets are incorporated in the printed and bound volume of 
the 1938 Convention Proceedings, November 15-18, 1938, but are 
Separately Available for immediate delivery 


REPORT OF SPECIAL COMMITTEE ON DEPRECIATION 


“Depreciation Principles and Methods” 

Accounting for Depreciation 

Depreciation in Rate Cases 

Results of Straight-Line and Sinking-Fund Methods 

Methods of Estimating Depreciation Rates 

15 Pables-and 12 Charts: [65 Ops | o.0:6:0.60 vine Ciscoe 6.40" <i cereeeineee $1.50 
(Descriptive Memorandum from Chairman A, R. Colbert upon request) 


Report of Committee on Progress in Public Utility Regulation, 74 pp. ......... 1.20 
(19387 Report also available at 75¢c per copy) 

Report of Special Committee on Public Utility Finance, 29 pp. 

Report of Committee on Public Utility Rates, 21 pp. ........... ccc eee eee e eens 
(1937 Report also available at 60c per copy) 

Memorandum concerning Effect of Recent Court Decisions upon State Commission 
Jurisdiction respecting Depreciation—by John KE. Benton, General Solicitor, 
1 OE le, GP) CRAM ape raen gy ira een CORAM rr Ra cen PURI iy CEC OCC Ce et $1.00 


The following reports are also incorporated in the Convention Proceedings but 
are NOT separately available: 


Regulation of the Natural Gas Industry Motor Vehicle Transportation 

Rural Electrification Uniform Motor Freight Classification 
Statistics and Accounts of Public Utilities Co-operation between State and Federal Com- 
Uniformity of State Commission Procedure missions 

The Rail Transportation Problem History of and Current Developments in Regu- 
Railroad Rates lation 

Motor Carrier Problems Generation and Distribution of Electric Power 


Other publications of the Association: 

*Uniform System of Accounts for Electric Utilities (1936 Revision) (Classes A, B, 
C, and D) 

*Uniform System of Accounts for Gas Utilities (1939 Revised edition, incorporating 
1937 and 1938 revisions) (Classes A, B, C and D) (Manufactured and 
Natural Gas) (Available February 1939) $2 

*Uniform System of Accounts for Gas Utilities (1936 Revision, with 1937 and 1938 
revisions in separate pamphlets) (Classes A and B) (Manufactured and 
Natural Gas) (Available immediately) ......ccccccccccccccccsscccceces $2.00 

*19388 Revisions only of the Uniform System of Accounts for Gas Utilities 
(available immediately ) 

*Uniform System of Accounts for Water Utilities (1939 Revised edition) (Available 
February 1939) $2. 


SictireMent. WHE FOr MCCEEIC CITICR: 66i0 5 oic0s vic ce vse coer esislemewe sc meetewees $1.00 
*Retirement Units for Gas Utilities 4 
*Retirement Units for Water Utilities 

Interpretations of the Uniform System of Accounts for Electric Utilities 
Depreciation—A Review of Legal and Accounting Problems 


*Discounts—5%—25 copies, 10%—50 copies. 
Where remittance accompanies order, we pay the forwarding charges. 


{The Convention Proceedings will be off the press January 1939. ($6.00) 


THE STATE LAW REPORTING COMPANY 


Oficial Reporters & Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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Sangamo Meters 
in —* and — 
Mountings 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 
bination singlephase watthour meters and time- 
switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


odetn Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 








SPRINGFIELD, ILLINOIS 
Ex10e 


BATTERIES 


—choice of transit systems and bus lines whose 
policies permit no compromise with quality « « 


4 is significant that Exide Batteries are used by so many of the country's 
successful transit and bus lines. 


It is not to be implied, of course, that their success is dependent upon their 
use of Exides. But the operating company that is so meticulous in the 
choice of its batteries will naturally gauge the selection of all its equip- 
ment by the same high standards . . . and the traveling public appreciates 
the attention paid their comfort and safety. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 


PHILADELPHIA 
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BUY More Performance 
Per Truck Dollar . . 
BUY INTERNATIONA 


anuar 











The Oklahoma Gas & Electric Co., Oklahoma City, Okla., uses this International Cab-Over-Engine Truck, equipp 
with winch, on line maintenance work. Note the six-man cab which provides room for the crew to and from jobs, 


INTERNATIONAL performance, economy, pearance reflects the quality and skilled « 
long life, and after-sale service have won the’ gineering that have gone into every deta 
respect and admiration of truck users every- to make the best truck investment on th 
where for this great line of trucks. Every market. 

year adds to the International reputation for 


outstanding truck value. International offers the most complete li 


Turn your hauling over to Internationals Of trucks, a wide range of models, from H 


and enjoy all the advantages these trucks Ton units up. See the nearby Internation 
bring to your work. They are designed and dealer or Company-owned branch for com 
built as all-truck trucks. Their handsome ap- plete information. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL TRUCKS 
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INVESTMENT and RETURN 


Once the plans are approved, the materials 
specified and construction begun on your 
new power plant or process lines, every day 
counts. Your new installation will be more 
efficient, will return larger profits than the 
old one — but not until it is in operation! 

Grinnell Prefabrication provides a sound, 
tested short-cut to quick erection. Accurate 
sub-assemblies, prefabricated to specifica- 


tions, are easily and economically field-welded 


PREFABRICATION BY Ce RELL 


into a finished piping system, ready for use. 

Grinnell’s advanced plant facilities, strate- 
gically located for service to the East, Cen- 
tral South and Western parts of the continent 

. Ability to interpret ideas and plans into 
piping . .. Qualified welders and experienced 
shop men are among the reasons why it pays 
to “Give the plans to Grinnell!” Grinnell Co., 
Inc., Executive Offices, Providence, R. L, 
Branch offices in principal cities. 


WHENEVER PIPING IS INVOLVED 
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Rate Changes! 








THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & §S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The 100 cu. ft. of gas billed are entered on the adding machine. A tape is 
prepared of all items and a consumption total accumulated, which serves as a 
control. At the same time—by this single operation—the bill count for each 
100 cu. ft. of gas step is made by the electrically controlled registers. 











A continuance of frequent rate changes, and the pressing need 
for current data on customer usage is causing many Operating 
and Holding Companies to use R & S One-Step Method for 
analyses, and compilations required for scientific rate making. 
Costs have been greatly reduced. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal Toronto 


—— 
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pe 2L SEAMLESS STEEL BOILER TUBE! 


tand up under heat, vibration and corrosio 


—and they are easily installec 


& L Seamless Steel Boiler Tubes assure 
aximum safety and long life because they 
e strong and durable. They have unusual 
ughness and uniform metal density to 
sist the destructive forces of heat, vibra- 
n and corrosion. Because they are more 
ictile, they roll-in faster. They save you 
me and money. 

The forging action which characterizes 
te Jones & Laughlin method of seamless 
anufacture increases the strength, tough- 
ss and workability of the steel. There are 
b welds... no weak spots . . . therefore 
here can be no failure at or near a weld. 


Inspection during every stage of manufa 
ture assures uniform high quality tubes tha 
give lasting satisfaction. 

Steam power plants, boiler makers, rail 
roads and shipyards throughout Americ 
rely on J & L Seamless Boiler Tubes. Fo 
lower maintenance costs and quick, eas 
installation, specify 
and use Jones & 

Laughlin Seamless 
Boiler Tubes. Call 
your local Jones & 
Laughlin Boiler Tube 


distributor. 


This special bulletinon J & 


JONES & LAUGHLIN STEEL CORPORATION = Seamiess Steel Boiler Tube 


AMERICAN IRON ANO STEEL WORKS 
PITTSBURGH, PENNSYLVANIA 


contains valuable data 
Your copy will be sent o 
request. Write today. 


MAKERS OF HIGH QUALITY IRON AND STEEL PRODUCTS SINCE 1850 


J &L—ALWAYS MAKING FINER CARBON STEEL PRODUCTS FOR NEW AND BETTER US 
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Marshalling the facts— 


Interpreting issues 


and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers its 
economic significance. 


Just Published 
Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 

James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 

and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 


571 pages, 6 x 9, $4.00 





. This book does the job of research for the man who want 
Chapter Headings a full, detailed picture of the regulation situation. It is 
Regulation before the Estab- correlation and analysis of facts from laws, records, cou 
lishment of State Commniasions decisions, the literature, and other sources that have : _ 
et a ing on the case. It represents the complete, integrated stor 
yoo ac nena [a —the history, the extent, the significance, the trend, of publi 
ine of Accounting and utility regulation in the United States. 

eporting 
Rate Regulation ; : . ; A : ; 
The Valuation of Public Util- You will appreciate the pertinently critical discussion of: 
rd —the emergence of regulation and its development through the state 


ele wg commissions pattern 


Regulation of Service —the problems of state versus local regulation 
Regulation of Security Issues —the issues involved in regulation of accounting and reporting, rates 
- Regulation of Holding Com- and valuation for rate-making, rate of return, depreciation, service, 
panies security issues, etc. 
. — cei een and —the expanding role of the Federal Government in utility control, and 
. Regulation of Motor Transpor- its value in terms of the possibilities of sounder regulation 
tation —Governmental experiences in undertaking power projects and pte 
. Federal Regulation of Inter- moting rural electrification 
state Commerce in Gas and —their significance as instances of national economic planning 
to 5 Polley ait the —the issues of governmental versus private ownership 
Federal Power Commission 
. Federal Power Projects 
- Rural Electrification Order from 
. Federal Regulation of Com- 


‘Gealate Geta PUBLIC UTILITIES REPORTS, INC. 
MUNSEY BLDG. WASHINGTON, D. 


eee Se SP 


_ 
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How to Save 


Make-up 


and Boost Turbine Hours 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T.E. Oil Light. Socony- 
Vacuum’s experience with over 
9,000 turbines helps find oper- 


ating economies 


ia LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


SOCON Y-VACUUM 


OIL COMPANY, INCORPORATED 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,”’ which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Calling’’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


G Ay 
FN) ion fro 
a 


Lubricants 


STANDARD OIL OF NEW YORK DIVISION.» WHITE STAR DIVISION - LUBRITE DIVISION - MAGNOLIA PETROLEUM COMPANY 
CHICAGO DIVISION - WHITE EAGLE DIVISION | WADHAMS OIL COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 


MAKERS OF MOBILGAS, MOBILOIL, GARGOYLE INDUSTRIAL LUBRICANTS 
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Public Utilities ‘Fortnightly 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 
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PROFESSIONAL DIRECTORY 


® This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. % « 
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VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 
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Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 
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ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 
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Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 
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ENGINEER 


Public Utility Problems 
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SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
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MASSIVE NEW SUPREMLINE 
TRUCK STYLING ... COUPE- 
TYPE CABS... VASTLY 
IMPROVED VISIBILITY 


giving a much handsomer, sturdier 

appearance—more seating room— 

and much greater driver comfort, as 
well as greater driving safety. 


FAMOUS 
VALVE-IN-HEAD 
TRUCK ENGINE 


with even greater economy-leader- 

ship and with the maximum pulling 

power for which Chevrolet trucks 
have always been famous. 


POWERFUL HYDRAULIC 
TRUCK BRAKES 
of the special Chevrolet double- 
articulating, controlled self-energiz- 


ing design—the safest and most 
dependable brakes built today. 
(Vacuum-Power Brake Equipment 
optional at additional cost.) 


FULL-FLOATING 
REAR AXLE 


extra strong—extra rugged—extra 
dependable... available on Heavy 
Duty models only. 


(2-Speed Axle optional at 
additional cost.) 
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er Quality—Lower Prices 
45 different models 
in eight wheelbase lengths 


Your business is different, of course. It is for just that reason 
that you will be especially interested in what Chevrolet has 
done to provide motor trucks exactly fitted to your particular 
needs. There is hardly any business for which there are not § 
appropriate trucks among the Chevrolet models for 1939. 

Chevrolet now offers you a choice of 45 different models, in 
eight different wheelbase lengths, and all Chevrolet-built 
through and through—chassis, engines, cabs and _ bodies. 
Capacities cover the full range from that of the fleet Sedan 
Delivery to the new Cab-Over-Engine Heavy Duty models 
with a range of gross weight ratings to a maximum of 14,000 
pounds. And all these models sell in the lowest price range. 

Every desirable feature of advanced engineering is to be 
found in these new trucks. They are the great power-pullers 
of their price class—the most economical trucks to be had. 
New lower prices make them the oustanding values of the year. 

CHEVROLET MOTOR DIVISION 
General Motors Sales Corporation 
DETROIT, MICHIGAN 
General Motors Instalment Plan—convenient, economical 
monthly payments. A General Motors Value 


High 
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SH-BUTTON CONTROL 


INNEAR MOTOR-OPERATED ROLLING DOORS 


ink of the convenience, and the 
ings in time and labor, of be- 
able to operate doors quickly, 
oothly and accurately from 
‘number of convenient points 
t the touch of a button! 

t Kinnear Doors offer many 
er advantages, too! 
ey open in a vertical 
ne, using no valua- 
floor or wall space, 
1 they coil com- 
tly out of the way 
ve the opening, where 
y can’t be damaged by 
d or trucks or other 


You touch a button— 


tion and sound engineering makes 
long-lasting service a certainty. They 
will not sag, warp, or split ; they are 
burglarproof, verminproof, wea- 
thertight and fire repellent. 

All this means economy of opera- 
tion and maintenance! And re- 
member also that Kin- 
near makes many. other 
types of upward-acting 
doors—to meet every 
service door require- 
ment. So, write today 
for the Kinnear Cata- 
log, or for special 
recommendations on 


Ving objects. Their this motor opens the Your door problems. 


ds call door! Built = , aa 
ied,all-steel construc-  4?ry_ Built for sears Chere’s no obligation. 


duty service! 
AGENTS IN ALL PRINCIPAL CITIES 


INNEAR MANUFACTURING COMPANY 


0-80 FIELDS AVE. 


COLUMBUS, OHIO 


Boston, New York, Philadelphia, acai New Orleans, aii Cincinnati, Detroit, Chicago, 
San Francisco, Pittsburgh 
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Then City Officials Drew Up a Plan.. 


HE old saying “seeing is believing” exa 

plains the recent increase in the sales of 
new, brighter street lighting in every section 
of the country, 

For example, here is how it happened in 
Troy, N. Y. The’city asked for 4 trial if$tal- 
lation, Forty-three modérn’ luminaires, 
equipped with 6000-lumen lamps, were spaced 
135 feet apart-along one of the city’s busiest 
traffic arteries. The advantages of this 
brighter. light: were sc obvious that within 
five month§ the city asked that‘ this” tempo- 
rary ‘installation»be made permanent. Then 
city Officials drew up a plan for relighting the 
most heavily traveled streets, and 800 more 
luminaires, all of the same size as those in- 
stalled in’ the’demonstration, were put in. 

This same sequénce of events—good lighting 
leadingytoyore lighting—has taken place in 
New York, Detroit, Syracuse, Hartford, Los 
Angeles; and a host of other cities and towns. 
What is behind it? The modern street light- 
ing luminaire. Today’s luminaires are bargains 


in lighting. They put many times as much* 


light on the pavement—with the same size 
lamp bulb+—as was possible just a few years 
ago. They keep illumination levels on. the 
street high enough to provide safe, comfort- 


GENERAL @) ELECTRIC 


able light for both motorists and pedestrians. 
They flood the streets ‘with’# brilliance that 
means more business for the stores along 
them., They help to lessen crime, to give 
greater protection to property. 


General Electric has worked, and is working, 
continually on the development of lighting 
luminaires. Four years ago it introduced a 
radically different design, in which’ a glass 
globe was.spun ona metal hood. Today's 
highly efficient luminaires are refinements ol | 
this design. 


In addition,-General Electric has prepared 
advertising and sales-promotion programs 
designed to assist in giving the luminaire an 
Opportunity to demonstrate its benefits. Sinty- 
four power companies are using cur latest? 
program, with the realization that any ong 
inal installations resulting from it are merely 
an initial return. They know the perstasive| 
power of good street lighting. They. know] 
that every timhe good street lighting is turnél 
on, salesmen: are at work for them. i 


scientific! 
street lighting is another of the extr. benefits 
resulting from “your “purchases of Genetil | 
Electric products. 


General Electric’s progress~ in 
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